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CHAPTER  I. 
MONETARY  HISTORY  OF  FRANCE,  1803-1860. 
In  studying  the  monetary  history  of  France  during  the  pres- 
ent century,  it  is  convenient  to  recognize  two  main  periods. 
The  first  covers  the  years  from  the  passage  of  the  law  of  1803 
to  the  limitation  of  the  coinage  of  silver  in  1873,  and  the  abroga- 
tion, in  1876,  of  the  right  of  free  coinage.  The  second  extends 
from  1876  to  the  present  time.  It  is  further  to  be  noted  that 
the  first  period  consists  of  two  epochs,  one  lasting  from  1803  to 
1848  and  characterized  by  the  almost  exclusive  use  of  silver  as 
a  circulating  medium,  the  other  presenting  an  abrupt  transition 
from  silver  to  gold,  during  the  decade  1 848—1 858,  and,  subse- 
quent to  1858,  a  comparative  disuse  of  silver  up  to  the  last  years 
of  the  period. 

This  complete  revolution  in  the  monetary  habits  of  France, 
effected  in  the  short  space  of  ten  years,  was  due  directly  to  the 
new  gold  which  was  enabled  to  effect  an  entrance  into  the  cir- 
culation through  the  operation  of  the  law  of  1803. 

The  ratio  of  15  j£  to  1,  established  by  the  law  of  1803,  was,  at 
the  time  of  the  passage  of  the  law,  nearly  in  accord  with  the 
relative  market  value  of  the  two  metals.  From  1 801-1 804  (inclu- 
sive) the  ratio  was  constantly  below  1  5  y2  to  1,  from  1805-18 13  it 
was  nearly  always  above  that  figure,  and  from  18 14-18 19  it  was 
again  continually  below.  After  1820,  the  ratio  rose  above 
to  1  and  continued  so,  up  to  the  time  of  the  gold  discoveries.1 

No  study  of  the  changes  in  output,  or  supply,  of  the  precious 
metals  can  here  be  undertaken.  But,  even  if  no  account  of  such 
variations  be  made,  it  will  still  appear  that  alterations  in  demand 
must  have  been  influential.  From  the  demand  side  of  the  equa- 
tion, the  change  in  the  relative  value  of  gold  and  silver  subse- 
quent to  1820  may  be  traced  to  three  considerable  changes  in 
monetary  desires,  manifested  by: 

1  Laughlin,  History  of  Bimetallism  in  the  United  States.  Appendix  II,  pp. 
222,  223. 
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1.  The  adoption  of  the  gold  standard  in  England  ( 1 8 1 6 ) . 

2.  The  action  of  Holland  in  raising  the  ratio  to  I  to  15.873 
(1816). 

3.  The  action  of  the  United  States  in  raising  the  ratio  to 
I  to  16  (1834). 

Inasmuch  as  gold  was  more  valuable  in  the  market  than  at 
the  French  mint,  relatively  to  silver,  it  was  impossible  that  gold 
should  circulate  in  France  until  there  should  be  some  change  in 
the  ratio.  Such  a  change  did  not  occur  until  shortly  after 
1848,  when  alterations  in  the  conditions  of  production  of  the 
precious  metals  lowered  the  market  ratio  to  a  point  below  the 
mint  equivalence  of  15^  to  1.  Nevertheless,  during  the  whole 
period  1803-1848,  the  law  of  1803  continued  in  practically 
unimpeded  operation.1 

It  naturally  resulted  from  the  undervaluation  of  gold  by 
France,  from  1803  to  1848,  that  it  was  hoarded  or  exported  in 
considerable  quantities,  while,  on  the  other  hand,  large  amounts 
of  silver  flowed  in  to  take  its  place.  The  following  table  dis- 
plays the  effect  of  the  law  of  1803  in  driving  out  gold  up  to  1848, 
and  after  that  date  in  driving  out  silver  : 

FRENCH  IMPORTS  AND  EXPORTS  OF  PRECIOUS  METALS,  1815-1875. 
(in  millions  of  francs.) 


GOLD 


1815 
1816 
1817 
1818 
1819 
1820 
1821 

1822 

1823 
1824 
1825 
1826 
1827 
1828 
1829 
1830 

jHv 
1832 
X833 
,8.4 

i8m6 


Total    396 


39 


410  85 


39 


<)<> 


SILVER 


1450 


18  125 
C14 
18  124 


418  1032 


GOLD  AND  SILVER 


31 
49 
112 
112 
88 
no 
126 

186 

201 

244 
251 
174 

t87 
208 
148 
220 
220 
132 

199 
192 

M'» 
Il6 


3442  i  J  2040  T642  230 


106 


l  h';  period  frotn  [803-1860  includes  no  epoch-making  monetary  act. 


MONETARY   HISTORY  OF  FRANCE 


3 


FRENCH  IMPORTS  AND  EXPORTS  OF  PRECIOUS  METALS,  1815-1875. 

[Continued.] 
(IN  MILLIONS  OF  FRANCS.) 
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4 
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39 
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19 
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44 
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10 
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26 
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12 

9 

3 

13 
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19 
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T3 

8 
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6 
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35 
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19 
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51 
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17 
34 

6 

24 
49 

**38 

6 
4 

5 
12 
41 
6 
4 
9 
13 

23 
23 
15 
21 

J9 

29 

44 
46 
26 
49 

39 

i45 
131 
117 
139 
I5I 
109 
118 
107 
"3 
81 

89 
194 

168 
i54 
132 
160 
170 
138 

151 
159 
107 
138 

233 

1 
2 
5 

3 

IT 

18 
14 
14 
17 
I 

23 
32 
52 
37 
37 
35 
45 
5i 
55 
46 
68 
18 

24 
34 
57 
64 
53 
46 

69 
69 
60 
85 
19 

144 
120 
75 
96 
117 
92 

"a 
90 
47 
53 

214 

197 
173 
175 
219 

>8s 
146 
167 
156 
164 
"5 
159 
277 

59 
57 
76 
74 
73 

66 
105 
80 
88 
77 

HQ 

25 

138 
116 
99 
145 

80 
62 
76 
76 
38 
40 
252 

Total 

54 

266 

x45 

373 

1494 

1867 

I35 

499 

°34 

I233 

2133 

899 

I234 

1850 
1851 

1852 
1853 
1854 

1856 

1858 
1859 

5 
30 
22 
19 
261 
368 
275 
273 
291 

253 
358 

7 
31 
94 
40 

58 
"3 

192 
278 
301 
369 

61 
116 

59 
319 
481 
381 
465 
569 
554 
727 

32 
14 
11 
6 
9 
5 
1 

3 
1 

5 

5 
12 

17 
3i 
24 
56 

TCP, 

J5° 
89 

Ts 
183 

44 

3i 
42 
30 
65 

163 
90 

123 
66 

188 

17 
85 
17 
289 
416 
218 
375 
44° 
488 
539 

62 
25 
21 
22 

17 
12 

43 
12 
18 

15 
12 

229 
130 
158 
158 
96 
88 
7° 
98 
80 
146 
199 

155 
179 
180 
113 
100 
121 

HO 
90 
l6l 
211 

3 
10 
33 
28 
4i 
73 
77 
139 
IS2 
98 
190 

44 
72 
68 
155 
189 
191 
241 
255 

3°8 
192 

47 

82 
101 
183 
230 
264 
3Its 
294 

A  CP, 

45° 

176 
382 

244 

73 
78 

3 

117 
164 
197 
284 

3i5 
171 

203 
216 
295 
239 
432 
58i 
502 
575 
667 
7i5 

0^8 

53 
126 
132 
225 
260 
329 
481 
484 
501 
242 
57° 

250 
90 

163 
14 

172 

252 

9i 
86 
473 
368 

Total 

2155 

^89 

3744 

88 

760 

040 

2896 

259 

1460 

1719 

844 

1791 

2635 

395 

1311 

5363 

3483 

1980 

i860 

186 1 

1862 

1863 

1864 
.0/:, 
1005 

279 
17 
119 

83 
110 
96 

191 

227 
283 
287 
354 
323 

470 
244 
402 
37° 
464 
419 

32 
58 
42 
86 
33 
56 

210 

195 
272 
306 
213 

J59 

268 

237 
358 
339 
269 

311 

"165 
12 
125 
150 

24 

12 
21 
28 
28 
64 
94 

119 
151 
104 

133 
204 
142 

I3I 
171 

132 
161 

268 
236 

146 

80 
116 
126 
134 

93 

142 

154 
102 
103 
176 
71 

288 

234 
218 

229 
310 
164 

72 

157 

63 
86 
68 
42 

416 
534 
53i 
732 
655 

447 

502 

455 
587 
649 
433 

154 
79 

"82 
222 

"86 
56 

Total 

704 

1665 

2369 

307 

1323 

1630 

763 

24 

247 

853 

1099 

695 

748 

1443 

72 

416 

3469 

3°73 

537 

142 

1866 
1867 
1868 
1869 
1870 

169 
225 
200 
157 
69 

644 
369 
293 
298 
241 

813 
594 
493 
455 
310 

68 
43 
3° 
36 
100 

280 
142 

251 
144 
91 

348 
185 
281 
180 
191 

465 
409 
212 

275 
119 

75 
70 
64 
64 
32 

175 
184 
129 
129 
74 

250 
254 
193 

193 
106 

in 
46 
27 

37 
26 

94 
19 
57 
44 
45 

205 

65 
84 
81 
71 

45 
189 
109 
112 

35 

1063 
848 
686 
648 
416 

553 
250 
365 
261 
262 

5io 
598 
321 
387 
154 

Total 

820 

1845 

2665 

277 

908 

1185 

1480 

305 

691 

996 

247 

259 

506 

490 

3661 

1691 

1970 

1871 
1872 
1873 

8 

19 

38 

136 
123 
138 

144 
142 
176 

3 
6 
8 

355 
1S9 
276 

358 
195 
284 

214 
53 
108 

47 
54 
202 

HO 
IS? 
187 

157 
241 

389 

18 
16 
15 

124 
123 
193 

142 

139 
208 

15 
102 
181 

301 
383 
565 

500 
334 
492 

49 
73 

199 

Total 

65 

397 

462 

17 

820 

837 

375 

303 

484 

787 

49 

440 

489 

298 

1249 

1326 

122 

199 

1874 
1875 

128 
212 

389 
38i 

517 

593 

3 
26 

83 

"3 

86 
i39 

43i 
454 

87 
113 

347 
166 

434 

279 

24 
34 

50 
5i 

74 

85 

360 
194 

95i 
872 

160 
224 

791 
648 

Total 

34o 

770 

mo 

29 

196 

225 

885 

200 

513 

713 

58 

101 

159 

554 

1823 

384 

1439 

Genl. 
Total 

4138 

6478 

11012 

838 

4152 

54oo 

6220 

608 

1687 

5495 

8631 

2028 

3838 

6284 

4074 

1727 

21140 

12896 

8924 

57i 

See  Enquete  sur  la  Circulation  monetaire  et  fiduciaire  de  i86q  (Paris),  vol.  vi.  pp.  534,  535. 
Report  from  Select  Committee  on  Depreciation  0/  Silver,  1876,  Appendix,  pp.  86,87  (after  the  official  cus- 
toms returns). 
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Thus,  so  far  as  the  figures  for  the  period  1 803-1 836  are  com- 
plete, it  is  seen  that  the  exports  of  gold  were  in  excess  of  the 
imports.  Up  to  1837  exports  of  gold  amounted  to  410  million 
francs  and  imports  to  396,  while  silver  imports  were  1450  millions, 
and  silver  exports  418  millions,  leaving  a  net  import  of  1032 
millions  of  francs  in  silver,  and  a  net  export  of  14  millions  in 
gold.  There  is,  furthermore,  reason  to  believe  that  the  exports 
of  gold  consisted  chiefly  of  coin,  while  the  imports  of  gold  were 
largely  of  bullion.  At  all  events,  by  1848  the  gold  coin  of 
France  (estimated  by  Gaudin  in  1803  at  one-third  the  total  coin 
circulation  of  France)  had  almost  wholly  disappeared.1 

I  Important  testimony  on  this  point  is  yielded  by  the  Enquete  sur  la  Question 
monetaire  (Conseil  Superieur  du  Commerce,  de  l'Agriculture  et  de  l'industrie) :  Paris, 
1872. 

"In  1808  the  metallic  circulation  of  France  was  valued  at  800  millions  of  gold 
and  about  two  milliards  of  silver,  ....  but  everyone  admits  that  in  1838  ....  the 
whole  of  the  French  circulation  did  not  include  more  that  200  millions  of  gold,  or 
scarcely  5  per  cent,  out  of  a  total  circulation  of  four  milliards  "  (vol.  i.  p.  562). 

Thus,  in  1838,  not  over  200  million  francs  of  gold  were  in  circulation.  In  1848, 
however,  the  movement  had  reached  a  considerably  more  developed  stage.  "  After 
the  law  of  Germinal,  An.  XI,  France  had  no  gold  monetary  circulation  during  the 
period  before  1850.  Up  to  that  time  silver  was  our  sole  monetary  circulation,  but 
after  the  gold  discoveries  of  California  and  Australia,  gold  took  the  place  of  silver  in 
the  general  monetary  circulation  of  the  country"  (vol.  ii.  p.  396). 

A  more  precise  statement  is  furnished  by  the  Rapport  de  la  Commission  chargee 
d'Etudier  la  Question  de  V  Etalon  monetaire  (Ministere  des  Finances)  which  reported 
in  1869:  "According  to  the  report  of  Gaudin,  dated  26  Brurnaire,  An.  XI  (1803), 
France  at  that  time  had  one  third  of  its  coin  circulation  in  gold.  In  1848,  almost  all 
of  this  gold  had  disappeared.  Out  of  53  millions  then  (1848)  possessed  by  the  bank 
only  one  million  was  in  gold.  This  metal  had  disappeared  because  from  1808-1848 
it  had  enjoyed  a  premium  which  reached,  at  times,  1.50  per  cent."  (p.  32). 

The  "  Enquete  of  1858,"  established  for  the  purpose  of  studying  the  monetary 
question  affords  the  following  testimony  (Documents  relatifs  a  la  Question  monetaire 
p.  8.,  Ministere  des  Finances  1858);  "  People  were  not  slow  to  perceive  that  the  law 
of  the  year  XI  had  attributed  to  gold  a  nominal  value  inferior  to  its  commercial  value; 
gold  reached  a  premium,  was  sought  in  the  market,  and  became  quite  rare  in  the 
circulation.  In  1838,  MM.  Dumas  and  de  Colmont  expressed  the  opinion  that  the 
relation  of  gold  to  silver  was  in  fact  1  :  15.75." 

See  also  Journal  des  jtconomistes,  i860,  I,  i.  p.  393  :  "Everyone  recalls  perfectly 
that  gold  coin  under  the  Restoration  and  under  Louis  Philippe  gained  in  current  cir- 
culation a  premium  of  from  1  to  1.5  per  cent.  Gold  was  thus  in  fact  and  in  the 
rigorous  sense  of  the  word  "demonetized"  and  we  insist  on  this  point  because  it  indi- 
cates the  subordinate  role  played  by  gold  coin." 

II  more  testimony  is  desired  the  reader  may  consult  the  six  large  volumes  (now 
fjuitc  entitled  /inquete  sur  .  ...  la  Circulation  monitaire  et  fiduciaire,  Paris, 
i860,  as  follows:  vol.  ii.  p.  356,  vol.  iv.  p.  218,  vol.  iv.  p.  232,  vol.  iv.  p.  372,  vol.  iv. 
p.  yjs,  vol.  iv.  \>.  397,  vol.  iv.  p.  467,  vol.  iv.  p.  561,  vol.  iv.  p.  693,  vol.  iv.  p.  924,  vol. 
u  p  590,  vol.  iv.  pp,  429,  430,  457,  486,  487,  546,  694,  708,  709,  947,  964. 
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Many  other  facts  attest  the  accuracy  of  this  statement.  Dur- 
ing the  period  1803-1848  comparatively  little  gold  was  coined. 
The  following  is  a  summary  of  the  French  coinage  of  gold  and 
silver,  1 795—1 847  :* 

Gold     ------    1,186,189,220  francs 

Silver  3,990,675,971 

Total  5,176,865,191 

Thus  the  annual  average  coinage  is  : 

Gold  22,811,331  francs 

Silver  76,743,768  " 

During  the  eighteen  years  ending  1848  the  average  is: 

Gold  11,995,155  francs 

Silver  97,237,402  " 

From  1795  to  1848,  gold  formed  22.9  per  cent,  of  the  coin- 
age, silver  77.1  per  cent.  From  1830-1848  silver  was  89.1  per 
cent,  and  gold  10.9  per  cent.2 

With  the  advent  of  the  new  gold,  the  aspect  of  things  was 
completely  changed.  The  coinage  for  the  next  eight  years  was 
as  follows  : 


Gold 

Silver 

Total 

1848  

39,697,740 

II9,73I»095 

159,428,835 

1849  

27,109,560 

206,548,663 

233,658,223 

1850  

85,192,390 

86,458,485 

171,650,875 

1851  

269,709,570 

59,327,308 

329,036,878 

1852  

27,028,270 

71,918,445 

98,946,715 

1853  

312,964,020 

20,099,488 

383,063,508 

1854  

526,528,200 

2,123,887 

528,652,087 

1855  

447,427,820 

25,500,305 

472,928,125 

1856  

508,281,995 

54,422,214 

562,704,209 

1857  

572,561,225 

3,809,611 

576,370,836 

1858  

488,689,635 

8,663,568 

497,353,203 

1859  

702,697,790 

8,401,813 

711,099,603 

Total  

4,007,888,215 

667,004,882 

4,674,893,097 

This  affords  a  striking  contrast  with  the  preceding  period. 
The  annual  average  up  to  1857  was  249,325,507  francs  gold  and 
71,781,099  francs  silver,  or  77.6  per  cent,  gold  and  22.4  per  cent, 
silver.    Never  since  1 795  had  less  silver  been  coined  than  in  1 854.2 

^EVASSEUR,  La  Question  de  VOr,  p.  105.  2  Ibid.  3  Ibid. 
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The  figures  for  exports  and  imports  tell  the  same  story. 
After  1852,  the  net  imports  of  gold  rose  suddenly  from  17  million 
francs  to  289  millions,  in  1854,  to  416  millions,  and  finally  in 
1857,  to  446  millions.  From  185 3—1 857  France  gained  1744 
millions  of  gold. 

The  movement  of  silver  was,  of  course,  the  reverse.  Up  to 
1852,  it  was  imported  in  considerable  quantities.  In  that  year, 
however,  the  reaction  set  in.  The  excess  of  exportation  for  the 
year  was  three  millions.  In  1853  it  was  117;  in  1854,  164;  in 
1855,  I97J  m  1856,  284;  in  1857,  360  millions.  During  the  five 
years,  1 853—1857,  France  lost  1 1 2 5  millions  of  silver,  an  annual 
average  of  225  millions. 

Thus  the  law  of  1803  did  not  secure  a  "concurrent  circu- 
lation" of  gold  and  silver.  It  furnished  a  circulation  com- 
posed of  that  metal  which  at  the  time  happened  to  be  the 
cheaper,  the  ratio  of  15^:1  being  taken,  of  course,  as  the 
standard  of  comparison.  From  1803-1848,  this  metal  happened 
to  be  silver;  from  1 848—1 858,  it  happened  to  be  gold.  The 
transition  from  a  silver  to  a  gold  medium  of  exchange  was 
gladly  welcomed  by  the  French  people,  who  found  the  latter 
metal  better  suited  than  silver  to  the  needs  of  their  expanding 
commerce.  "Despite  the  very  profound  change  which  had 
come  about  in  the  metallic  circulation,  in  consequence  of  the 
inflow  of  gold  and  the  departure  of  silver,  the  public  in  general 
and  commerce  in  especial  did  not  manifest  either  anxiety  for  the 
present  or  apprehension  for  the  future.  They  did  not  appear  to 
suffer  for  they  did  not  demand  any  remedy."1 

It  should  not  be  understood  from  this  statement  that  the 
change  in  the  circulation  passed  for  nothing  in  the  minds  of  the 

1  Documents  relatifs  a  la  Question  monStaire;  Enquete  de  1858  (Ministere  des 
Finances),  p.  8.  A  striking  commentary  on  the  attitude  of  the  French  people  is 
found  in  the  two  large  volumes  containing  the  depositions  of  the  principal  financiers 
of  France  entitled  Enquete  sur  la  Question  monSiaire,  Paris,  1 872.  One  passage  in 
the  report  reads:  "  Will  the  opposite  evolution  be  as  simple,  and  will  the  public  lend 
itself  voluntarily  to  the  restoration  of  silver  and  the  exodus  of  gold  ?  Assuredly  not, 
and  a  change,  the  reverse  of  that  which  has  occurred  during  the  last  twenty  years 
VOUld  bi  BUr<  to  excite  the  most  lively  repugnance  "  (vol.  i.  p.  563). 
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people  at  large,  or  that  it  aroused  no  discussion.  The  fact  that 
the  operation  of  the  law  of  1803  had  resulted  in  the  banishment 
of  gold  from  France  had  for  years  been  a  subject  of  comment 
among  French  economists;1  although  the  fact  that  the  market 
ratio  had  experienced  no  severe  fluctuations  since  1803,  had  kept 
the  alternating  character  of  the  standard  established  by  the  law 
from  making  itself  apparent.  When,  therefore,  it  began  to  be 
well  understood  that  France  was  undergoing  a  complete  change 
in  the  nature  of  her  stock  of  coin,  it  was  not  strange  that  great 
interest  began  to  be  displayed,  and  there  was  much  speculation 
as  to  what  the  new  gold  might  mean  to  the  people.2 

It  is  beyond  the  scope  of  the  present  investigation  to  enter 
into  a  detailed  account  of  the  influence  of  the  new  gold  upon 
France  during  the  decade  following  1848-9.  It  suffices  to  say 
that  the  beneficial  character  of  the  influence  exerted  by  the  new 
gold  upon  commerce,  trade,  and  industry  by  affording  a  more 
convenient  medium  of  exchange3  is  now  generally  recognized. 
In  order,  however,  that  we  may  well  understand  the  subsequent 
monetary  history  of  France  and  her  allies  it  will  be  advantageous 
to  furnish  a  brief  statement  of  the  general  progress  of  the  mone- 
tary controversy  from  1 848-1 860,  and  of  the  governmental 
attempt  to  solve  the  problem  of  the  standard  of  value. 

Although  it  is  not  desired  to  discuss  the  character  of  the 
law  of  7  Germinal,  An.  XI  [1803],  it  will  be  necessary  to  men- 
tion at  this  point  one  or  two  of  its  salient  features.  Its  sup- 
posed ambiguity  has  aroused  considerable  controversy.4    By  its 

'The  law  had  never  been  regarded  as  a  " bimetallic  "  law.  On  this  point  the 
collection  of  French  documents,  dating  from  1 785-1 803,  made  by  Mr.  Horton  and 
reprinted  in  the  International  Monetary  Conference  Report  of  1878,  pp.  241-327,  may- 
be consulted. 

2  As  early  as  1 850  a  Governmental  Commission  with  M.  Thiers  at  the  head  was 
instituted  to  study  the  monetary  situation.  Unfortunately  no  reports  of  the  proceed- 
ings have  been  preserved.  Its  investigations  were  fruitless  (see  Documents  relatifs  a 
la  Question  monetaire,  1868,  p.  6). 

3  See,  e.  g.,  Baudrillart,  "Des  Crises  mone"taires  et  de  la  Question  de  l'Or,"  in 
Journal  des  £conomistes,  1 855,  ii.  I,  pp.  360  et  sea.,  for  the  current  opinion  on  the 
subject. 

*  See  Horton,  ante  cit. 
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principal  provision,  as  expressed  in  the  Disposition  ghifo -ale five 
grams  of  silver  .900  fine  were  to  constitute  the  franc.  By  a 
later  article,  it  was  further  provided  that  gold  coins  of  a  specified 
number  of  francs  were  to  be  struck.  The  natural  inference  would 
seem  to  be  that  the  "standard"  intended  to  be  established  was 
manifestly  silver,  while  gold  was  a  possible  auxiliary  for  use  in 
large  payments,  the  coins  of  this  latter  metal  being  regarded 
merely  as  stamped  ingots.1  Until  1848,  the  correctness  of  this 
position  does  not  seem  to  have  been  doubted.  But,  with  the 
influx  of  the  new  gold  and  the  exit  of  silver,  it  was  seen  that 
gold  was  much  more  willingly  received  by  creditors  in  payment 
of  debts;  and,  when  recourse  was  had  to  the  law  of  1803,  it  was 
found  that  no  especial  stipulations  in  it  pointed  out  either  gold 
or  silver  as  the  sole  legal  tender.  Thus,  in  some  minds,  there 
arose  the  belief  that  the  law  of  1803  had  been  intended  to 
establish  in  France  the  double  standard.  At  all  events,  it  was 
perfectly  clear  that  the  terms  of  this  law  contained  no  provision 
which  would  absolutely  prohibit  the  use  of  either  of  the  two 
metals  in  liquidation  of  obligations.  It  naturally  followed  that 
when  it  became  understood  to  what  a  degree  the  monetary 
question  in  France  was  putting  itself  "in  the  terms  of  an  impe- 
rious dilemma,"2  the  economists  and  people  in  general  divided 
into  two  parties,  one  favoring  the  so-called  double  standard,  the 
other  a  currency  based  upon  a  single  metal  as  the  standard  of 
value.  It  was  not,  of  course,  urged  by  anyone  that  the  "double 
standard"  would  secure  a  concurrent  circulation  of  gold  and 
silver,  for  that,  as  everyone  knew,  and  as  has  just  been  shown, 
had  never  been  seen  in  France,  although  circumstances  had  pre- 
sumably been  most  favorable  for  its  existence.  On  the  contrary, 
quite  the  reverse  was  urged  as  the  main  argument  in  favor  of 
bimetallism.  But  this  possibility  of  an  alternating  standard  was 
exactly  what  most  strongly  indicated  to  certain  minds  the  neces- 
sity of  taking  some  steps  which  should  secure  a  permanently 

'  Compare  on  this  point  Fontenay  in  Journal  des  £conomistes,  i860,  i.  2,  pp.  402 
et  wf/.,  also  koui.LKAUX,  in  Journal  des  £conomistes,  1858,  i.  I,  pp.  242  et  seq. 

2  PARIEU,  in  Journal  des  /'Cconomislcs,  i860,  i.  2,  p.  I. 
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stable  standard  of  value.  Unfortunately,  there  was  manifested 
among  the  advocates  of  monometallism  a  tendency  to  a  division 
into  two  factions,  one  of  which  regarded  silver  as  likely  to  be 
the  most  available  standard,  the  other  advocating  the  use  of 
gold,  for  reasons  which  will  presently  be  explained.  There  were 
thus  three  possible  policies  any  one  of  which  might  be  followed  : 

1.  To  refrain  from  interfering  with  the  status  quo,  allowing 
the  law  of  1803  to  continue  its  practical  alternating  standard. 

2.  To  demonetize  silver. 

3.  To  demonetize  gold. 

In  considering  the  first  of  these  possibilities,  it  is  interesting 
to  note  that,  during  the  period  immediately  after  the  appearance 
of  the  new  gold,  little  attention  was  devoted  to  bimetallism 
compared  to  that  which  was  later  bestowed  upon  it.  Bimetallism 
has  in  fact  always  obtained  its  strongest  hold  when  there  has 
been  a  burden  of  depreciated  metal  to  be  disposed  of.  And, 
although  it  is  true  that  many  of  the  modern  bimetallic  argu- 
ments made  their  appearance  during  the  later  years  of  the  period 
at  present  under  discussion,  it  is  especially  noteworthy  that  they 
occupied  by  no  means  a  very  important  place.  In  the  course  of 
the  earlier  years  of  the  decade  succeeding  1850,  they  attracted 
little  attention.  The  main  arguments  for  preserving  the  system 
of  the  law  of  1803  were  therefore  those  based  on  the  fear  of 
introducing  a  new  and,  in  France,  hitherto  untried  system  of 
monometalism  which  might  condemn  the  nation  to  a  constantly 
depreciating  standard  of  value  should  a  mistake,  in  the  selection 
of  the  metal  to  be  demonetized,  be  made.1 

More  forcible  arguments  were  urged  by  the  adherents  of 
gold,  and  by  those  of  silver,  monometallism.  As  has  been  hinted, 
there  was  no  fundamental  ground  of  difference  between  these 
two  latter  schools.  Both  favored  monometallism,  and  the  only 
difference  of  opinion  concerned  the  question  which  one  of  the 
two  metals  should  be  demonetized.    Thus  the  monometallists 

Compare  on  this  point  Fontenay,  "La  Question  monetair e, ."  Journal  des  Eco- 
nomises, i860,  i.  2,  pp.398  et  seq.;  Parieu,  "La  Question  mone"taire  Francaise," 
Journal  des  Ecomistes,  i860,  i.  2,  pp.  2  et  seq.;  also  Documents  relatifs  a  la  Question 
monetaire,  1858,  pp.  39  et  seq. 
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were  the  party  of  action,  urging  that  the  policy  of  hesitancy, 
represented  by  the  bimetallists,  should  be  abandoned.  It  is 
evident  that  there  was,  at  this  time,  some  room  for  argument  upon 
the  comparative  merits  of  gold  and  silver  as  monetary  standards. 
The  controversy  was  warmly  taken  up  by  Levasseur,1  Chevalier,2 
Wolowski,3  and  numerous  others.  Attempts  were  made  to  show 
that  gold  was  essentially  better  fitted  than  silver  for  use  as  a 
medium  of  exchange,  while  it  was  argued  that  the  increased 
annual  supply  since  1850  was  likely,  not  to  be  greatly  augmented 
or  diminished,  but  to  remain  tolerably  constant  for  a  period  of 
years  to  come;4  while,  on  the  other  hand,  it  was  clearly  demon- 
strated that  France  had  already  undergone  a  change  so  violent 
that  no  further  movement  of  the  kind  would  be  possible.5  The 
reply  to  these  arguments  was  based  principally  upon  efforts  to 
show  the  unreliable  character  of  the  predictions  concerning  the 
future  of  gold.  Gold  had,  relatively  to  silver,  already  suffered  a 
fall,  and  it  was  urged  that,  should  this  fall  continue,  the  country 
would  find  its  standard  of  value  constantly  depreciating.  In 
other  words,  it  was  argued  that  silver,  and  not  gold,  was 
the  metal  which  would  be  likely  in  future  to  possess  the 
desirable  characteristic  of  stability.6  As  against  the  argument 
of  the  greater  convenience  of  gold  in  large  payments,  it  was 
urged  by  the  more  extreme  that  a  depreciation  of  gold  which 
would  place  its  value  absolutely  below  that  of  silver  was  by  no 
means  an  impossibility  ;  while  moderate  partisans  of  silver  argued 
that  greater  convenience  in  the  medium  of  exchange  should  in 
no  case  be  purchased  by  a  sacrifice  of  stability  in  the  standard 
of  value.  Further,  it  was  thought  that  the  inconveniences  aris- 
ing from  the  use  of  silver  might  be  overcome  by  the  introduc- 
tion of  the  cheque  system,  and  Saint  Andre  tried  to  show7  that 

1  La  Question  de  VOr.  *La  Baisse  probable  de  POr.         3Z,Or  et  T Argent. 

4  See  Journal  des  L^conomistes,  /8j7,  ii.  I,  pp.  279  et  sea. 
3  Journal  des  Iiconomistes,  1 856,  ii.  2,  pp.  474  et  seq. 

6  See  Chevalier,  La  Baisse  probable  de  /' Or,  and  Fontenay,  "  La  question 
mon&aire,  in  Journal  des  Economistes,  i860,  i.  2,  pp.  291  et  seq. 

i  Description  and  Usages  du  Mode  de  Payment  par  Cheques,  etc.,  Paris,  1858. 
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in  any  event  this  credit  system  could,  and  ought  to  be,  introduced 
into  France.  But  to  all  arguments  of  the  silver  party  the  reply 
was  made  that  France  had  actually  substituted  gold  for  silver, 
and  the  people  were  well  satisfied  with  the  change.  To  demon- 
etize gold  would  be  to  throw  business  transactions  into  the 
greatest  disorder  and  make  the  monetary  system  a  chaos. 
Curiously  enough  this  state  of  affairs  led  to  the  recommendation 
of  precisely  the  same  remedy  with  regard  to  the  depreciated 
gold  as  has  at,  the  present  time,  been  adopted  by  France  and 
the  Latin  Union  for  silver.  It  was  proposed  that  the  coinage  of 
gold  be  merely  suspended,  and  that  the  already  existing  gold 
coin  be  maintained  in  circulation  as  legal  money;  while,  if  the 
law  of  1803  continued  in  force,  silver  would  still  constitute  the 
standard,  and  all  future  coinage  would  be  of  that  metal.1 

But  inconvenience  arising  from  a  scarcity  of  small  coin  now 
began  to  be  felt.  A  double  outlet  was,  in  fact,  offered  for  the 
subsidiary  money.  Those  coins  which  were  still  in  good  con- 
dition and  had  lost  little  by  abrasion  were,  of  course,  almost  as 
likely  to  be  exported  as  the  five-franc  pieces,  since  they  were  of 
the  same  fineness.  But,  owing  to  the  fact  that  Belgium  had 
adopted  the  French  coinage  system,  even  the  French  worn 
pieces  could  now  be  advantageously  exported  to  take  the  place 
of  the  Belgian  coin.  This  movement  and  the  continued  demand 
for  governmental  action  on  the  monetary  question,  led  the 
administration,  in  1858,  to  appoint  a  commission,2  whose  duty 
it  should  be,  after  a  study  of  the  subject,  to  recommend  such 
measures  as  would  be  likely  to  obviate  the  existing  difficulties. 
On  the  7th  of  February,  the  members  of  the  commission  were 
named  by  the  Minister  of  Finance,  M.  Magne,  in  an  Arrets 
which  outlined  the  object  of  the  investigators  as  being  "to  seek 
out  the  principle  reasons  for  the  monetary  situation  ....  and 

1  Chevalier,  Baisse  probable  de  VOr,  and  Roulleaux,  "Legislation  mone*- 
taire,"  in  Journal  des  Economisles,  1858,  i.  I,  pp.  224  et  seq. 

2  Commission  Chargee  d' 'Etudler  la  Situation  ??ionetaire  (Paris,  1858). 

3  Documents  relatifs  a  la  Question  monetaire,  l8?8,  p.  I,  for  text  of  the  Arriti  and 
accompanying  documents. 
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to  give  an  opinion  on  the  solution,  which  the  general  interests 
of  the  country  may  demand." 

The  report  of  the  "Commission  of  1858"  summed  up  briefly 
the  monetary  history  of  France  prior  to  1850,1  and  enlarged 
upon  the  profound  change  in  the  French  circulation,  due  to  the 
appearance  of  the  new  gold.  It  considered  the  causes  of  the 
movement  of  silver  out  of  France  to  be  not  only  the  immensely 
increased  production  of  gold,  but  also  the  extraordinary  demands 
of  commerce  for  silver  to  be  used  in  the  trade  with  the  East, 
where  western  products  were  not  extensively  used,  and  silver 
was  chiefly  desired  for  hoarding.  In  this  connection  the  possi- 
bility that  the  alteration  in  the  relative  value  of  the  two  metals 
might  be  due  to  a  rise  in  the  value  of  silver  rather  than  to  a  fall 
in  that  of  gold,  was  discussed,  and  the  commission,  while  recog- 
nizing the  difficulty  of  a  decision  on  so  knotty  a  point,  professed 
the  belief  that  gold  had  not  fallen.2  "  If,  then,"  said  the  report, 
"there  has  been  on  one  side  an  increasing  production  of  gold, 
there,  is  on  the  other,  a  correlative  progression  in  business  ;  and 
several  members  of  the  commission  would  appear  even  inclined 
to  believe  that  there  is  scarcity  rather  than  redundancy  of  the 
circulating  medium."3  The  rise  in  the  value  of  silver  was 
explained  by  reference  to  commercial  conditions,  but  the  com- 
mission expressed  the  hopeful  opinion  that,  while  causes  which 
had  led  to  the  rise  of  silver  seemed  to  be  of  a  durable  nature, 
those  which  had  rendered  possible  the  increased  production  of 
gold  would  soon  lose  their  force.  Thus  they  would  expect  that 
a  reaction  would  soon  set  in,  in  the  course  of  which  the  demand 
for  gold  would  restore  a  market  ratio  approximately  the  same 
as  that  fixed  by  the  law  of  1803,  and  it  was  pointed  out  that 
this  rise  would  render  a  choice  between  the  two  metals  less 
hazardous.  The  use  of  gold  had  been  productive  of  great 
benefits  to  trade,4  and  the  effect  of  the  "rise  of  silver"  in  "rais- 
ing the  value  of  all  French  capital,"  was  thought  to  be  a  matter 
of  congratulation. 

'  Rapport  de  la  Commission  Chargfo  d"1  litudier  la  Situation  monStaire  (1858),  pp. 

7-11. 

fl  [bid,,  pp,  iS,  19.  3  Jbid.,  p.  23.  *Ibid.,  pp.  23  et  sea. 
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Nevertheless,  the  commission  believed  that  the  movement 
had  been  accompanied  by  some  inconveniences  : 

1 .  To  the  treasury  ; 

2.  To  the  bank  ; 

3.  To  commerce. 

The  most  important  of  the  disadvantages  accruing  to  the  treasury 
was  the  necessity,  arising  from  the  export  of  subsidiary  coin,  of 
buying  silver  for  the  purpose  of  coining  additional  supplies.1 
This  could  hardly  help  being  a  considerable  expense.  Under  the 
second  head,  was  urged  the  danger  to  the  bank  from  a  reserve 
composed  of  gold  instead  of  silver.  This  arose  from  the  greater 
portability  of  gold,  and  consequently  its  easier  withdrawal, 
which  might  cause  serious  fluctuations  in  the  reserve,  and  con- 
sequently in  the  rate  of  discount.2  The  difficulties  which,  it  was 
thought,  might  be  experienced  by  commerce  from  the  disappear- 
ance of  silver  were  chiefly  those  arising  from  the  necessity  of 
purchasing  at  a  premium  silver  ingots  to  be  used  in  the  trade 
with  the  East. 

Before  coming  to  specific  propositions,  the  report  attempted, 
to  discuss  the  possibilities  of  monetary  action.  It  rejected  the 
bimetallic  principle,  declaring  that  "it  is  as  impossible  to  have 
two  monetary  standards  as  it  is  to  have  two  units  of  length  or 
weight."3  On  the  proposition  to  lower  the  valuation  placed 
upon  gold  relatively  to  silver  at  the  mint,  it  discussed  the  prob- 
able demand  for  and  supply  of  gold,  and  showed  that  a  change 
in  the  legal  ratio  would  be  quite  in  accordance  with  the  principle 
involved  in  the  law  of  1803  ;  but  it  urged  as  an  objection  to  this 
course  of  action  the  expense  of  recoinage,  which  would  neces- 
sarily fall  upon  the  state,  unless  the  loss  should  be  thrown  upon 
the  present  holders  of  gold,  a  step  which  was  not  to  be  thought 
of.  The  idea  of  periodically  altering  the  mint  ratio  to  corre- 
spond with  that  of  the  market  was  out  of  the  question,  since 
this  would  be  sure  to  throw  the  circulation  into  constant  disorder. 
At  all  events  if,  as  had  been  decided,  the  scarcity  of  silver 
came  about  largely  from  the  demands  of  eastern  trade,  there 

sI6id.,  p.  24.  2 Ibid.,  p.  25.  *Ibid.,  p.  28. 
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was  no  reason  to  suppose  that  a  change  in  the  ratio  to  market 
value  would  bring  it  back.1  The  proposal  to  retain  gold  and 
reduce  silver  to  the  condition  of  token  money  did  not  meet  with 
a  better  fate  at  the  hands  of  the  commission.  The  recommenda- 
tions of  the  commission  merely  outlined  an  " expectant  policy" 
as  a  fundamental  basis  ;  but  they  also  went  a  step  farther.  It 
was  suggested  that  a  high  tariff  be  placed  upon  the  export  of 
silver,  and  stringent  enactments  against  money  speculators2 
were  recommended  as  a  supplement  to  the  new  tariff.  Finally, 
a  coinage  of  gold  five-franc  pieces  to  take  the  place  of  the  old 
silver  coins  of  the  same  denomination  was  advised.3  None  of 
the  suggestions  were  officially  acted  upon,  and  the  problem 
remained  essentially  unchanged  in  character.4 

1Ibid.,  p.  34.  2  Ibid.,  pp.  44,  54.  *  Ibid. 

4 "This  measure"  [that  proposed  by  the  Commission  of  1858]  "being  of  little 
efficacy,  and  contrary  to  true  economic  principles,  was  not  executed,  and  silver  con- 
tinued to  leave  France  for  the  Orient,  where  it  enjoyed  a  heavy  premium."  —  Rapport 
de  la  Commission  Chargee  dEtudier  la  Question  monetaire,  Paris,  1869,  p.  3. 

"After  having  examined  the  proposals,  which  recommended  that  the  system 
based  upon  the  retention  of  silver  money  and  reduction  in  value  of  the  gold  money, 
and,  on  the  other  hand,  the  system  recommending  the  adoption  of  the  gold  standard 
and  the  reduction  of  the  silver  coin  to  the  condition  of  token  money,  it  has  not  settled 
either  one  of  these  two  questions." — Commission  monetaire  de  1867  (Paris,  1867), 
Proces  Verbaux  et  Rapport,  p.  6. 

"This  commission  adopted  no  solution  involving  a  principle  It  proposed 

a  tariff,  an  export  duty  on  the  outflow  of  silver.  This  method  had  public  opinion 
against  it.  It  was  not  adopted,  and  the  status  quo  was  maintained." — Enquete  sur  la 
Question  monetaire,  1872  (Paris,  1872),  vol  i.  pp.  12,  13. 


CHAPTER  II. 


BELGIAN  MONETARY  HISTORY,  1832-1862. 

The  political  independence  acquired  by  Belgium  in  1 831,  at 
the  time  of  her  separation  from  Holland,  was  followed  by  a 
change  in  her  monetary  system.  For  years  her  industrial  rela- 
tions with  France  had  been  of  the  most  intimate  nature  and  it 
was  not  her  policy  to  render  the  relationship  less  cordial.  It 
was  thus  natural  that  when  Belgium  abolished  the  old  Dutch 
coinage  in  1832,  she  should  adopt  in  its  place  that  of  France. 
By  the  law  of  1832,  Belgium  became,  from  a  monetary  point  of 
view,  "a  satellite  of  France."1  By  that  law  she  adopted  in  its 
entirety  the  monetary  system  of  France2  and  even  went  so  far 
as  to  give  to  the  French  gold  pieces  of  20  and  40  francs,  and  to 
the  French  silver  five-franc  pieces  the  quality  of  legal  tender 
in  Belgium.  The  essential  stipulations  of  the  law  were  briefly 
these : 

1.  Five  grams  of  silver  nine  tenths  fine  constituted  the  mone- 
tary unit  which  was  called  the  franc. 

2.  The  subsidiary  coins,  also  nine  tenths  fine,  were  to  be  the 
same  as  those  of  France. 

3.  The  national  gold  coin  was  to  be  the  20-franc  piece  and 
one  kilogram  of  gold  was  to  be  coined  into  155  of  these  pieces. 

These  provisions  were  precisely  those  of  the  French  law  of 
1803.  Whether  that  law  was  bimetallic  in  its  character  or  not, 
there  resulted  from  its  operation  to  1.847  m  Belgium,  as  in 
France,  an  exclusively  silver  circulation.3     During  the  years 

1  Report  United  States  Monetary  Commission,  1876,  p.  144. 

2  Horn ,  Journal  des  Kconomistes,  1859,  vol.  ii.    2,  p.  107. 

3 "Belgium,"  said  M.  Horn  {ibid.),  "had  for  fifteen  years  allowed  the  clause  of 
the  monetary  law  of  1832  which  authorized  the  emission  of  gold  coins  of  20  and  40 
francs,  to  be  a  dead  letter;  silver  alone  performed  the  function  of  money.  The  law  of 
1832  had  indeed  given  a  legal  circulation  to  the  French  gold  coin,  but  the  premium 
which  at  that  time  existed  on  this  coin,  because  its  market  value  exceeded  its  mint 
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1 832— 1 847,  it  operated  uninterruptedly  in  Belgium,  and  unde  r  it 
25.4  millions  of  francs  in  silver  were  coined,  but  not  a  single  gold 
piece.1  It  only  remains  to  add  that  the  Dutch  10-florin  gold 
pieces  had,  during  these  fifteen  years,  continued  to  have  a  legal- 
tender  quality  in  Belgium,  by  weight,  at  the  equivalence  of  21 
francs  and  16  centimes  in  silver.  To  recapitulate,  the  various 
coins  legally  recognized  were  these : 

1.  Belgian  silver  coins. 

2.  Belgian  gold  pieces  of  20  and  40  francs. 

3.  Dutch  gold  10-florin  pieces. 

4.  French  gold  pieces  of  20  and  40  francs. 

5.  French  silver  5-franc  pieces. 

Of  these  categories  the  second,  as  we  have  seen,  never  actu- 
ally existed.  The  scantiness  of  the  Belgian  exports  and  imports 
of  gold  leads  us  to  the  belief  that  Dutch  and  French  gold 
had  a  very  limited  circulation  in  Belgium,  while  the  inadequacy 
of  the  silver  coinage  (25.4  million)  together  with  the  compara- 
tively large  import  figures  for  silver  justify  us  in  the  opinion 
that  French  silver  had  an  extended  circulation  there.2 

A  new  monetary  era  opened  for  Belgium  in  1847.  The 
scarcity  of  money,  or  the  patriotic  desire  for  a  national  gold 
coinage,  or  a  belief  that  an  element  of  gold  in  the  currency 
would  be  of  advantage  to  business  (if  combined  with  the  silver 
currency)  led  the  Belgian  Chambers  to  adopt  a  succession  of 
measures  looking  to  the  introduction  of  gold.    The  legislation 

value  (i5}4  X  its  weight  in  silver)  prevented  it  from  circulating  in  Belgium,  as  it  was 
prevented  from  circulating  even  in  France." 

At  the  official  Conference  Beige  institute  pour  l'Examen  de  la  Question  mone- 
taire  {Documents  relatifs  a  la  Question  monitaire  recueillis  par  M.  J.  Malou,  Bruxelles, 
1874,  p.  263),  M.  Malou,  detailing  the  monetary  history  of  Belgium,  said  :  "It  has 
on  various  occasions  been  proved  that  the  law  of  Germinal,  An.  XI,  established  in 
reality  the  single  silver  standard."  M.  Pirmez,  speaking  on  the  same  subject,  said  1 
"  In  fact  the  double  standard  never  exists;  it  is  replaced  by  the  alternating  standard, 
since  people  always  pay  in  silver  when  gold  is  at  a  premium  and  in  gold  when  silver 
is  dear." 

1  Documents  relatifs  a  la  Question  monStaire  recueillis  par  M.  J.  MALOU,  Bruxelles, 
1874,  PP'  5°»  51  ;  also,  Bulletin  de  Statistique  et  de  Legislation  Comparee,  1878,  vol.  i. 
p.  324. 

2  This  is  also  attested  by  the  Documents  monttaires  officiels  Beiges,  p.  73  et  seq. 


BELGIAN   MONETARY  HISTORY 


seems  to  have  been  of  a  very  haphazard  character.  The  law  of 
March  31,  1847,  provided  for  a  national  legal-tender  gold  coin- 
age of  10  and  25-franc  pieces.1  It  was  ordered  that  the  25-franc 
piece,  nine  tenths  fine,  should  weigh  7.91556  grams.  This  was 
equivalent  to  a  new  mint  ratio  of  I  :  15.83  and  was,  therefore,  a 
rather  striking  departure  from  the  old  "  bimetallic "  ratio  of 
I  :  15.5.  The  gold  coinage,  however,  was  to  be  issued  by  the 
government  alone  and  was  limited  to  20  millions  of  francs,  but 
the  minting  of  the  20-franc  piece  at  the  old  ratio  was  not  pro- 
hibited.2 Under  this  law  there  were  coined,  during  the  three 
years  succeeding  its  passage,  14.6  million  francs  in  gold,  while 
the  coinage  of  silver  under  the  law  of  1832  during  the  same 
years  aggregated  80.6  millions.3  On  March  4,  1848,  Belgium 
attempted  to  impose  the  legal-tender  quality  on  the  English  sov- 
ereign, giving  to  it  a  legal  equivalence  of  25  francs  50  centimes,4 
when  its  market  value  was  but  25  francs  22.5  centimes,  a  pre- 
mium of  about  i.i  per  cent.  As  the  English  sovereign  weighed 
7.981  grams  and  had  a  fineness  of  916  thousandths,  the  law  of 
March  4th  practically  established  a  third  ratio  of  1:  15.69666. 
Under  this  law,  speculators  imported  into  Belgium  English  sov- 
ereigns to  the  value  of  about  30  million  francs,  and  exported 
silver  to  a  corresponding  amount.5  Such  were  the  methods  of 
Belgium's  attempt  to  secure  a  gold  currency. 

It  will  now  be  necessary  to  go  back  a  year  and  consider  the 
course  of  extra-legal  monetary  events.  We  have  already  noted 
that  Dutch  10-florin  and  French  20  and  40-franc  pieces  were 
legal  tender  in  Belgium,  but  had  had  only  a  very  limited  circulation 

1  A  similar  law  had  been  introduced  ten  years  before,  in  1837,  but  had  failed  to 
pass.    See  ibid.,  p.  77. 

2  For  criticisms  adverse  to  the  law  see  Chevalier,  in  ibid.,  p.  78. 

3  These  issues  were  for  the  most  part  hoarded.    See  ibid. 

4  The  government  had  proposed  the  rate  of  25  francs  30  centimes,  the  special 
commission  that  of  25  francs  40  centimes.  It  was  raised  to  25  francs  50  centimes, 
because  of  the  high  rate  of  exchange  current.  Exchange  at  the  time  of  the  passage 
of  the  law  was  quoted  at  from  26  to  27  francs.  It  was  not  long  before  it  suffered 
a  heavy  fall,  and,  as  stated  in  the  text,  went  to  25  francs  22.5  centimes. 

5  See  Documents  monctaires  officiels  Beiges,  ante  cit. 
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up  to  1847.  In  that  year,  two  events  occurred  which  led  to 
a  change  in  this  respect.  November  26th,  Holland  demonetized 
gold,  and  the  10-florin  pieces,  which  were  liberated  in  considera- 
ble amounts,  flowed  into  Belgium.  In  that  year,  France  likewise 
was  just  beginning  to  feel  the  effects  of  the  increased  production 
of  Russian  gold  which  had  begun  about  1840.  France  coined 
an  increased  quantity  of  gold  which  took  the  place  of  a  cor- 
responding amount  of  silver.  As  Belgium  gave  the  legal-tender 
quality  to  the  French  20  and  40-franc  pieces,  she  was  supplied 
with  some  of  the  new  French  gold  coin  about  the  same  time  that 
gold  was  being  so  largely  imported  from  Holland,  thus  obtain- 
ing a  supply  of  gold  from  two  distinct  sources. 

In  1849,  then,  the  gold  monetary  system  of  Belgium  included 
the  following  different  components  : 

1.  The  French  20  and  40-franc  pieces  representing  the  old 
ratio  of  1:15.5. 

2.  The  English  sovereign,  representing  the  ratio  of  1:15.- 
69666. 

3.  The  Dutch  10-florin  piece,  admitted  at  a  fixed  value  of  21 
francs  16  centimes. 

4.  The  native  Belgian  10  and  25-franc  pieces  representing 
the  ratio  of  1  :  1  5.83. 

Belgium  had,  however,  hardly  taken  these  measures  to  secure 
a  gold  coinage  when  the  Chambers  became  frightened,  either  at 
the  large  amounts  of  gold  which  were  entering  the  country,  or 
at  the  fact  that  French  gold  pieces  which  had  always  stood  at  a 
premium  of  1.2  or  1.5  per  cent,  prior  to  1848,  lost,  during  1850, 
about  2  per  cent,  of  their  original  value.  September  28,  1849, 
the  Chambers  passed  a  law  whereby  the  English  sovereign  was 
deprived  of  its  legal-tender  quality.1  The  sovereigns  were 
redeemed  by  the  government  at  their  face  value,  the  operation 
resulting  in  a  slight  profit  to  the  public  treasury,2  and  an  amount 
of  them  equal  in  value  to  18.2  millions  of  francs  were  with- 
drawn.3   The  pessimistic  predictions  as  to  the  future  of  gold  as 

1  See  Monilcur  JUdgc  of  September  30,  1 849.  3  See  ibid.,  p.  83. 

8  Documents  relalifs  a  la  Question  monStaire  recueillis par  M.  J.  Mai-OU,  pp.  262,  263. 


BELGIAN   MONETARY  HISTORY 


19 


a  money  metal,  that  had  all  along  been  made  by  the  econo- 
mists were  now  renewed,  and  the  Chambers,  yielding  to  their 
own  fears  as  well  as  to  popular  opinion,  passed  a  law,  June  14, 
1850,  whereby  the  Dutch  10-florin  gold  pieces  were  also  deprived 
of  their  legal-tender  quality.  The  government,  however,  con- 
tinued for  eight  days  to  receive  them  in  payment  of  taxes  at  the 
rate  of  20  francs  90  centimes.  As  their  former  equivalence  had 
been  21  francs  22.5  centimes  in  the  market  and  21  francs  16 
centimes  as  a  legal  tender  in  payment  of  debts,  it  is  easily  seen 
that  the  rate  at  which  the  government  received  them  was  low 
enough  to  render  unprofitable  an  importation  of  these  coins  for 
payment  to  the  government.  The  rate  at  which  the  government 
continued  to  receive  them  was  in  fact  pretty  nearly  equal  to 
their  market  value  at  the  lowered  ratio  of  gold  to  silver.  On 
December  28,  1850,  French  gold  was,  in  the  same  way,  deprived 
of  its  legal-tender  quality  by  the  Belgian  law  of  that  date.1 
This  was,  of  course,  purely  a  formal  measure,  inasmuch  as 
neither  French  nor  Belgian  gold  was  in  circulation.  At  the  same 
time,  silver  was  recognized  as  the  sole  standard,  "the  chambers 
voted  the  complete  suppression  of  the  gold  currency,"2  and  the 
coinage  of  gold  completely  ceased.  The  last  measure  of  the 
series  was  the  royal  decree  of  August  II,  1854,  which  demone- 
tized the  gold  coins  struck  under  the  law  of  March  31,  1847, 
and  about  12  millions  of  francs  of  these  coins  were  received  by 
the  treasury  in  payment  of  taxes.  This  left  only  2.6  millions 
still  presumably  in  circulation. 

This  ended  the  second  period  of  Belgium's  monetary  history 
subsequent  to  1832.  The  measures  passed  by  the  chambers,  as 
just  explained,  seemed  to  many  entirely  wise.  In  1850,  Switzer- 
land, Naples,  Spain,  India,  and  other  states  also  pursued  the 
policy  of  demonetization  of  gold.  Nevertheless,  the  policy  did 
not  result  in  securing  for  Belgium  monetary  peace. 

The  third  period  of  Belgium's  monetary  history  opened  in 

1  Journal  des  Economistes,  1859,  vol.  ii.  part  2,  pp.  107  et  seq.  Also,  Documents 
monetaires  officiels  Beiges,  loc.  cit. 

2  Report  United  States  Monetary  Commission,  1 876,  pp.  145  et  seq. 
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185 1.  She  was  now  on  the  silver  basis.  French  silver  five- 
franc  pieces  were  still  legal  tender  in  Belgium,  while  the  Belgian 
gold  coins  had  ceased  to  be  struck,  and  those  gold  coins  still  in 
circulation  were  soon  to  be  retired  (see  above).  In  order  to 
understand  the  events  of  the  decade  1 850-1 860  in  Belgium,  it  is 
necessary  to  recollect  clearly  the  nature  and  condition  of  the 
stocks  of  money  on  hand  in  both  France  and  Belgium.  Belgium 
had  coined,  between  1832  and  1853,  about  160  million  francs  in 
silver  and  about  14.6  million  francs  in  gold.1  In  is  likely  that 
in  1853,  this  stock  of  silver  remained  almost  all  in  existence  as 
coin,  although  some  of  it  had  crossed  the  frontier  into  France, 
and  a  much  larger  amount  of  French  silver  had,  in  the  course  of 
trade,  been  brought  into  Belgium.2  The  Belgian  stock  of  silver 
was  not  much  worn  and  was,  in  general,  in  excellent  condition 
France,  like  Belgium,  still  had  a  circulation  largely  composed  of 
silver,  but,  unlike  the  latter,  this  circulation  contained  worn  and 
abraded  coin.  France's  best  coin  circulated  in  the  provinces, 
where  it  did  not  undergo  much  wear;  while  the  circulation  of 
Paris,  on  the  contrary,  contained  the  oldest  and  poorest  coin  in 
the  country.  It  is  only  necessary  to  recall  that  the  Belgian  coin 
was  struck  under  the  same  conditions  of  weight  and  fineness  as 
the  French,  so  that  the  face  values  of  the  two  were  precisely 
equivalent,  and  we  can  completely  understand  subsequent  events. 
The  problem  now  about  to  be  solved  was  this  :  Was  it  possible 
for  Belgium  to  maintain  a  single  silver  standard  beside  the 
French  nominally  double,  but  really  single,  gold  standard  ? 

The  course  of  events  in  France  is  familiar.  The  process  of 
displacing  silver  with  gold  had  begun  in  that  country,  to  some 
extent,  in  1847,  ana^»  even  so  early  as  that,  it  had  had  an  obscure 
influence  on  Belgium.  We  have  already  noted  that,  between 
1832  and  1848,  the  Belgium  silver  coinage  had  amounted  to  25.6 
millions,  that  there  had  been  no  gold  coinage,  and  that  between 
1847  and  1850  the  coinage  of  silver  had  leaped  to  80.6  millions, 

1  Bulletin  de  Slalistiquc  et  de  Legislation  Comparee,  1878,  vol.  i.  p.  324. 

a  Documents  relatifs  a  la  Question  monitaire  recueillis  par  M.  J.  Malou,  pp.  176, 

177. 
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or  more  than  three  times  its  amount  for  the  preceding  fifteen 
years,  although  the  period  from  1 847-1 850  was  the  time  when 
Belgium  was  making  strenuous  and  measurably  successful  efforts 
to  secure  a  gold  currency.  In  1847,  when  the  Russian  gold  began 
to  flow  into  France  and  displace  silver  the  French  silver  coinage 
was  reduced  in  volume.  Belgium  could  no  longer  rely  on 
French  silver  coin  for  her  circulation,  and  was  forced  to  resort 
to  her  own  mint.  Hence  the  increase  in  Belgium  silver  coinage 
subsequent  to  1847.  An  abundant  silver  coinage  continued  to 
be  minted  up  to  1854.  By  that  time  the  value  of  gold  had  sunk 
sufficiently  low  to  render  a  further  coinage  of  silver  unprofitable 
in  Belgium,  and  it  therefore  practically  ceased.  Silver,  however, 
must  be  had  for  necessary  payments  and  for  the  daily  use  of  a 
population  not  so  wealthy  as  the  French.  The  reason  why 
silver  coinage  ceased  after  1853  was  this:  French  silver  five- 
franc  pieces  could  be  bought  in  France  for  gold,  shipped  to 
Belgium,  and  used  for  the  needs  of  business  at  a  lower  cost  than 
that  at  which  the  Belgium  five-franc  pieces  could  be  struck. 
Owing  to  this  simple  commercial  fact,  there  was  practically  no 
silver  coinage  in  Belgium  from  1854-1865,  only  about  263,000 
francs  being  minted  (and  that  in  small  fractional  coin).  But 
the  process  did  not  cease  with  merely  supplying  Belgium's  needs 
for  silver  at  a  lower  cost  than  that  at  which  she  could  herself 
supply  them  through  her  mint.  This  was  only  the  beginning  of 
the  movement  of  silver  from  France  into  Belgium.  France's 
silver  circulation  was  being  collected,  melted,  and  exported  by 
the  speculators.  In  this  operation  the  newer  and  less  worn  coins 
were  naturally  the  first  to  disappear.  As  they  became  scarce, 
recourse  was  had  to  Belgium,  whither  many  of  the  French  coins 
had  been  drawn  and  where  the  native  circulation  was  not  much 
worn.  French  gold  was  no  longer  legal  tender  in  Belgium.  But 
as  much  of  the  French  silver  coin  had  lost  fully  8  per  cent,  of 
its  value  by  wear,  it  was  a  very  profitable  operation  to  export 
this  light-weight  coin  to  Belgium,  where  it  was  still  legal  tender, 
exchange  it  for  heavy  Belgian  coin,  melt  the  latter,  and  re-export 
it  to  Holland  and  Germany,  the  two  principal  countries  of  the 
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single  silver  standard.  In  this  way  the  better  part  of  the  silver 
circulation  of  Belgium  was  gradually  exchanged  for  the  abraded 
French  coin.  In  1850,  the  import  of  gold  and  silver  into  Bel- 
gium from  France  had  been  but  six  millions  of  francs.  In  185 1 
this  figure  rose  to  20.1  millions,  and  in  1854  to  52  millions; 
while  in  1859  the  imports  of  silver  alone  were  76.3  and  those  of 
gold  2.3  millions.1  Although  the  import  of  gold  from  France 
was  nearly  always  largely  in  excess  of  the  export,  yet  the  import 
of  silver  was  so  far  in  excess  of  the  import  of  gold  that  it  is 
evident  that  not  gold,  primarily,  but  the  worn  silver  coinage  of 
France  was  driving  out  the  Belgian  silver.  As  the  operation 
went  on  and  gold  fell  still  somewhat  lower,  the  very  worst  of 
the  French  silver  was  gradually  drawn  into  Belgium.  By  1859, 
the  currency  of  Belgium  was  in  a  bad  condition,  and  two  com- 
missions, established  to  investigate  the  monetary  problem,2 
reported  that  the  loss  from  wear  on  the  French  silver  coin  varied 
from  3  francs  77  centimes  to  8  francs  40  centimes  per  1000 
francs,  and  in  some  cases  was  even  more  serious.  In  1859,  it 
was  estimated  that  the  silver  circulation  of  Belgium,  consisting 
almost  entirely  of  much- worn  pieces,  was  composed  of  70  per 
cent.  French  and  30  per  cent.  Belgian  coin. 

Belgium,  however,  had  yet  to  experience  greater  difficulties 
than  ever  before.  Owing  to  the  increasing  premium  on  silver, 
even  the  abraded  coins  began  to  disappear  and  the  lack  of  an 
adequate  currency  was  severely  felt.  To  meet  this  emergency, 
French  gold,  which  had  already  been  coming  in  to  a  considerable 
extent  was  imported  in  increased  quantities.  Although  this  gold 
was  of  assistance  as  a  medium  of  exchange  it  nevertheless  occa- 
sioned three  kinds  of  annoyance  to  the  people  : 

1.  It  was  not  a  legal  tender  and  had  no  debt-paying  power. 

2.  Its  market  value  was  not  equivalent  to  the  face  value  of 
the  silver  currency  at  the  existing  ratio  of  gold  to  silver. 

3.  The  denominations  of  the  gold  pieces  were  too  large,  for 
the  most  part,  to  admit  their  use  in  small  transactions. 

'Documents  relatifs  a  la  Question  monitaire  recueillis par  M.  J.  Malou,  pp.  176,  177. 
8  See  Rapport  dSposi  par  M.  le  Ministre  des  Finances  a  la  chambre  des  Repri- 
scntanls,  Stance  du  20  A 'out,  1 859,  No.  18. 
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The  first  of  these  circumstances  was  a  great  impediment  to 
business.  The  second  was  especially  annoying  to  the  ignorant 
population.  Accustomed  to  consider  four  silver  five-franc  pieces 
equivalent  in  value  to  a  gold  20-franc  piece,  they  were  easily 
induced  to  make  the  exchange,  finding  gold  more  convenient  to 
carry  or  hoard  ;  but  they  were  then  enraged  to  find  their  gold 
subjected  to  a  heavy  discount  by  the  "  arbitragists."  Finally, 
the  lack  of  coin  of  small  denominations  was  a  serious  hindrance 
to  trade.  The  total  circulation  of  Belgium  was  now  about  87 
per  cent.  French,  and  13  per  cent.  Belgian,  coin.1  A  fluctuation 
in  the  ratio  of  gold  to  silver  drew  back  into  France,  in  i860, 
some  of  the  French  gold  coin  then  circulating  in  Belgium.  This 
intensified  the  annoyance  caused  by  the  lack  of  currency  and,  in 
response  to  popular  demand,  the  Chambers,  against  the  will  of 
the  finance  minister,  passed  a  law,  June  4,  1861,  by  which  the 
legal-tender  quality  was  once  more  bestowed  upon  French  gold 
pieces,  and  decreed  the  coinage  of  gold  conformably  to  the 
French  system.2  The  hope  was  that  this  would  put  an  end  to 
the  operations  of  the  money  speculators  and  provide  a  per- 
manent place  for  French  gold  in  the  Belgian  monetary  system. 

The  law  did,  perhaps,  have  a  tendency  so  check  monetary, 
speculation  within  Belgium,  but  this  was  affected  at  a  heavy  cost, 
for  the  new  quasi-bimetallism  at  once  subjected  Belgium  to  an 
alternating  standard  of  value.    Gold  was  not  destined  to  fall 

1  Compare  composition  of  the  silver  circulation  as  previously  given. 

2  The  excitement  over  the  measure  was  quite  intense.  M.  Frere-Orban,  the  finance 
minister  resigned  his  position.  There  were  two  distinct  parties,  one  favoring  the 
gold  standard  and  the  other  bimetallism.  The  program  of  the  gold  party  was 
thus  expressed  by  M.  Nothomb  in  the  Belgian  House  of  Representatives,  March  1, 
1861  :  "For  us  the  future  has  another  solution,  namely,  that  which  Switzerland  has 
adopted  —  the  adoption  of  foreign  moneys  at  their  nominal  value  with  a  subsidiary 
coinage  eight  tenths  fine.  For  the  moment  that  is  my  monetary  ideal;  I  foresee  in  it 
monetary  unity  between  France,  Switzerland,  Belgium,  and  probably  Italy  herself." 
{Journal  des  £conomistes,  1886,  vol.  i.  p.  285.)  Had  this  suggestion  been  acted  upon, 
the  Belgian  delegate,  M.  Pirmez,  would  have  had  no  occasion  to  exclaim  (Con/.  Mon. 
entre  la  Belgique,  la  France,  etc.,  Proch-Verbaux,  1885,  p.  104),  that  his  country  was 
the  victim  of  the  Latin  Union,  since  Belgium  might,  like  Switzerland,  have  avoided 
risk  arising  from  the  possible  depreciation  of  silver  by  making  use  of  the  French 
coinage. 
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much  lower,  and  the  abraded  silver  coins  were  so  reduced  in 
value  that  they  were  not  likely  to  disappear  by  a  steady  process 
of  exportation.  Temporary  fluctuations,  therefore,  were  the 
principal  reliance  of  the  speculator.  The  alternating  standard 
manifested  itself  ( I )  in  the  disturbance  of  the  rate  of  interest, 
(2)  in  the  progressive  deterioration  of  the  currency,  and  (3) 
in  the  losses  thereby  entailed  upon  business  men.  The  main 
injury  to  the  banding  interests  was  the  heavy  strain  to  which  the 
reserves  of  the  Banque  Nationale  were  subjected.  It  is  quite 
possible  that  the  geographical  position  of  Belgium  had  an 
influence  in  intensifying  the  injurious  action  of  an  alternating 
standard.1  Surrounded  as  she  was  by  countries  some  of  which 
had  a  single  gold  and  some  a  single  silver  standard,  while  the 
actual  currencies  frequently  corresponded  to  neither,  Belgium 
was  in  a  position  to  feel  most  keenly  the  disastrous  conse- 
quences of  her  alternating  standard.2 

Whenever  a  speculator  found  that  the  price  of  gold  and 
silver  was  such  that  he  could  make  a  profit  by  shipping  either 
metal  to,  or  withdrawing  it  from,  any  of  these  countries  of 
differing  standards,  he  made  the  bank  of  Belgium  the  basis  of 
operations,  thus  depleting  its  reserves  or  causing  a  plethora 
of  coin  as  the  case  might  be,  as  well  as  setting  on  foot  a 
tendency  to  scarcity  or  redundancy  of  the  circulating  medium. 
In  1 86 1  the  gold  reserve  of  the  Banque  Nationale  sank  suddenly 
from  22  to  7  millions  and  the  silver  reserve  rose  as  sharply  from 
1 1.5  to  17  millions,  while  the  rate  of  discount  fluctuated  from 
4.6  to  3  per  cent.  In  December  1862,  the  gold  reserve  was  17, 
in  the  following  February  it  had  sunk  to  9,  and  in  the  April 

'"Belgium,"  remarked  M.  Kreglinger,  in  a  speech  delivered  at  the  opening 
session  of  the  first  convention  of  the  Latin  Union,  December  23,  1865,  "being  placed 
between  France,  where  gold  has  become  in  fact  the  real  monetary  standard,  England, 
where  gold  is  in  law  and  fact  the  sole  standard,  Holland  where  silver  is  in  law  and 
fact  also  the  sole  monetary  metal,  and  Germany  where  silver  is  the  sole  legal  standard, 
but  where  gold  nevertheless  obtains  a  very  important  effective  circulation,  is  naturally 
called  to  serve  as  ground  of  union  between  these  different  countries  for  their  monetary 
transactions."  Conference  monStaire  entrela  Belgique,  la  France,  etc.,  Proces-Verbaux ; 
Stance  I,  1865,  pp.  21,  22. 

"Ibid. 
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succeeding,  it  was  5  millions,  while  during  the  same  time  the 
reserve  of  silver  five-franc  pieces  had  risen  but  1  million. 
About  the  same  time,  the  bank  was  forced  temporarily  to  cease 
payment  in  silver  five-franc  pieces,1  for  a  sudden  contrary  move- 
ment reduced  the  reserve  of  silver  five-franc  pieces  first  to  5  and 
then  to  2  millions,  and  the  rate  of  discount  fluctuated  between 
3  and  6  per  cent.,  which  were  the  extreme  limits.2  In  1865  the 
rate  of  discount  rose  from  4  to  5.8  per  cent.,  following  a  cor- 
responding movement  in  the  reserve.  During  all  this  period, 
the  normal  rate  was  from  2.5  to  3  per  cent.,  so  that  the  incon- 
veniences undergone  by  the  business  public  may  readily  be 
appreciated.  Thus  the  reserves  of  the  bank  were  now  depleted 
on  the  gold  and  now  on  the  silver  side  and  sometimes  on  both. 
This  was  rendered  even  worse  by  the  method  of  restoring  the 
reserve.  A  delay  was  usually  unavoidable,  and  this  was  pro- 
tracted as  long  as  possible,  until  the  rate  of  exchange  was 
reversed,  when  it  was  profitable  to  send  back  the  coin  just  with- 
drawn. 

The  monetary  system  of  Belgium  subjected  merchants  to 
considerable  losses  in  another  way  also.  If  it  was  necessary  to 
pay  a  debt  in  a  neighboring  country  of  the  silver  standard,  as 
Holland,  for  instance,  the  Belgian  debtor  found  himself  obliged 
to  pay  in  silver,  in  addition  to  the  amount  of  the  debt,  a  sum 
sufficient  to  cover  the  loss  on  the  worn  coin.  On  the  other  hand 
he  was  at  any  time  likely  to  be  paid  in  much  worn  silver  from 
which  the  less  abraded  pieces  had  been  carefully  sorted.  This 
double  loss  must  likewise  be  incurred  in  sending  gold  abroad  to 
pay  debts  in  states  where  the  gold  standard  prevailed.  In  this 
state  of  things  an  additional  circumstance  began  to  have  a 
deranging  effect.  The  heavy  demand  for  silver  for  export  to  the 
East  during  the  two  years  just  prior  to  1865  bade  fair  finally  to 
deprive  Belgium  of  the  little  silver  she  had  left. 

1 English  Report  on  Depreciation  of  Silver,  1876,  Appendix,  pp.  102-106. 
^Conference  monetaire  entre  le  Belgique,  la  France,  etc.,  Proces-Verbaux,  Seance 
I,  1865,  and  Documents  relatifs  a  la  Question  ?nonetaire,  pp.  206  et  sea. 


CHAPTER  III. 


SWISS  MONETARY  HISTORY,  1848-1860. 

For  the  present  purpose,  it  is  unnecessary  to  study  the  mone- 
tary history  of  Switzerland  farther  back  than  1848.  Prior  to 
that  date,  the  great  number  and  variety  of  the  native  monetary 
systems  effectually  precluded  all  mutual  circulation  of  coin 
between  the  various  cantons.  No  less  than  eleven  monetary  units 
might  have  been  counted  in  Switzerland,  including  four  different 
kinds  of  livres  and  seven  kinds  of  florins,  beside  the  French 
franc,  which  had  been  adopted  by  Geneva  as  early  as  1838.1 
Moreover,  many  of  the  native  systems  had  suffered  debase- 
ment, and  their  coins  were  little  more  than  tokens.2  The  situa- 
tion, in  fact,  very  closely  resembled  that  existing  in  Germany, 
prior  to  the  creation  of  the  monetary  union  of  1857,  and  the 
frequent  struggles  of  individual  cantons  to  introduce  some 
improvement  into  the  old  systems  only  threw  a  more  glaring 
light  upon  the  fearful  confusion  everywhere  obtaining. 

By  the  Bundesverfassung  of  1848,  the  cantons  were,  among 
other  things,  deprived  of  the  old  right  to  separate  coinage  sys- 
tems, the  sole  control  of  monetary  affairs  being  appropriated  to 
the  central  government.  Art.  36  of  the  Bundesverfassung  ran  as 
follows  : 

The  exercise  of  all  rights  included  in  the  regulation  of  the  coinage 
belongs  to  the  Union.3 

This  principle  was  later  reaffirmed  in  Art.  38  of  the  Federal 
Constitution  of  May  29,  1874.4 

Thus  all  coinage  rights  were  carefully  reserved  to  the  state. 
It  was  not,  however,  until  more  than  a  year  after  the  adoption  of 

'Cherbuliez,  La  Question  monStaire  en  Suisse,  Journal  des  fZconomistes,  i860,  i. 
1,  p.  40. 

3  Sec  So  kicker,  Die  Goldfrage  und  deren  Einfluss  auf  das  Munzwesen  der  han- 
dellreibenden  Lander,  in  Zeitschrift  fitr  die  gesamte  Staatswissenschaft,  1 862,  p.  79. 

See  for  text.  IH/rckhardt-Bischoff,  Die  Schweizerische  Miinzgesetzgebung  seit 
1848,  p.  3. 

4  Foi  text  Bee  Vincent,  Slate  and  Federal  Goverment  in  Switzerland,  p.  204. 
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the  Bundesverfassung  of  1848  that  the  rights  secured  by  Art.  36 
were  embodied  in  appropriate  legislation.  The  law  of  May  7, 
1850,1  adopted  the  French  monetary  system  in  the  following 
words,2  precisely  similar  to  those  of  the  law  of  1803  : 

Five  grams  of  silver  .9  fine  constitute  the  Swiss  monetary  unit  under  the 
name  franc.3 

It  was  further  specified,  by  Art.  8  of  the  law  of  1850,  that 
such  foreign  silver  coins  as  were  minted  in  sufficiently  close 
conformity  with  the  French  system  might  be  granted  a  legal 
status  as  regular  media  for  the  payment  of  debts.  Accordingly, 
the  use  of  the  silver  five-franc,  two-franc,  one-franc,  one-half 
franc  pieces  of  France,  Belgium,  Sardinia,  Parma,  the  Cisalpine 
Republic,  and  the  old  Kingdom  of  Italy  was  legalized  by  the 
law  of  June  16,  1852.  Under  the  law  of  1850,  silver  five-franc 
pieces  to  the  amount  of  2^  millions  of  francs  were  soon  struck, 
and  foreign  coin  eked  out  this  scanty  circulation.4  Thus,  by 
1854,  the  monetary  reform  had  made  some  progress.  But,  by 
this  latter  year,  and,  to  a  considerable  extent,  even  before  that 
date,  the  effects  of  the  new  gold  were  beginning  to  be  felt  in 
Switzerland,  as  well  as  in  France  and  in  Belgium.  In  order  to 
understand  these  effects,  it  will  be  necessary  to  devote  some 
attention  to  an  aspect  of  the  law  of  1850  that  we  have  not  yet 
discussed. 

Arts.  2  and  3  of  the  law  of  18  50  were  as  follows  :5 

Art.  2.  The  franc  shall  be  divided  into  one  hundred  (100)  Rappe  (cen- 
times). 

Art.  3.    The  Swiss  denominations  of  coin  shall  be : 
a.  In  silver : 

The  five-franc  piece. 
The  two-franc  piece. 
The  one-franc  piece. 
The  half-franc  piece  (50  Rappe). 

*For  text  see  Handels-Archiv,  1850,  pp.  532  et  seq.        2  Art.  I. 
3  For  account  of  the  monetary  debate  leading  to  the  action  described  in  the  text 
see  Burckhardt-Bischoff,  ante  cit.,  p.  4;  also  Soetbeer,  ante  at.,  p.  80. 
*HAUPT,  Histoire  monetaire  de  Notre  Temps.    Paris,  1884,  pp.  385  et  seq. 
s  Handels-Archiv,  1850,  p.  533. 
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b.  In  token  coinage  : 

The  twenty-Rappe  piece. 
The  ten-Rappe  piece. 
The  five-Rappe  piece. 

c.  In  copper  : 

The  two-Rappe  piece. 
The  Rappe  piece. 

(In  gold  none.) 

Thus  the  Swiss  law  of  1850  merely  carried  to  its  logical  out- 
come the  French  law  of  1803.  It  based  the  monetary  system 
exclusively  on  silver.  It  made  no  provision  for  gold  coins  upon 
any  terms ;  nor  were  these  latter  provided  for  in  the  law  of 
1852,  which  regulated  the  rate  at  which  foreign  coin  might  be 
received.  But,  as  French  silver  coin  had  been  made  legal 
money  in  Switzerland,  it  naturally  came  about  that  French  gold 
should,  in  the  minds  of  the  people,  be  placed  on  the  same  basis 
as  French  silver.1  People  easily  became  accustomed  to  the  use 
of  the  decimal  system  and  of  the  franc,  both  of  which  had  for  a 
long  time  been  familiar  to  them.  When  the  new  gold  began 
energetically  to  push  silver  out  of  circulation  in  France  and  to 
display  its  greater  adaptability  to  commercial  needs  it  was,  in 
Switzerland  as  elsewhere,  welcomed  as  a  valuable  auxiliary  to 
expanding  business. 

In  vain  did  the  law  of  1850  refrain  from  fixing  the  value  of  gold  coins  in 

silver  In  vain  did  it  formally  recognize  as  unit  the  silver  franc  

In  vain  did  it  thus  implicitly  give  to  every  creditor  the  right  to  demand  pay- 
ment in  this  sort  of  money  [silver];  the  force  of  circumstances,  stronger  than 
law,  imposed  [upon  Switzerland]  the  French  monetary  system  with  all  its 
consequences.2 

As  the  Swiss  people  became  accustomed  to  a  more  and  more 
extensive  use  of  French  gold,  and  as  the  French  system  became 
more  deeply  rooted  in  Switzerland,  it  grew  the  more  easy  to 
extend  to  Switzerland  the  movement  which  was  replacing 
French  silver  with  new  gold.  This  process  first  began  to  be 
noticeable  in    1854-5.     Swiss  banking  houses  were  actively 

1  See  SOETBEER,  ante  cii.,  pp.  82,  83  et  seq. 

9 CHERBULIEZ,  La  Question  monttaire  en  Suisse,  Journal  des  Aconomistes,  i860,  i. 
P.  41. 
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engaging  in  collecting  and  exporting  Swiss  silver  coins  as  well 
as  whatever  foreign  silver  coins  were  in  circulation.1  It  is  only 
just  to  add  that  dealing  in  gold  was  becoming  almost  a  necessity 
in  the  Swiss  banking  business,  since  gold  was  so  extensively  used 
in  France  that  remittances  were  usually  made  in  that  metal,  and 
objections  to  remittances  in  silver  five-franc  pieces  were  com- 
mon. During  1855,  the  disappearance  of  the  new  Swiss  coin 
became  very  apparent,  and  good  silver  coins  of  all  sorts  and 
denominations  were  certainly  becoming  very  scarce  —  so  much 
so  that,  in  many  regions,  debts  were  regularly  paid,  even  at  this 
early  date,  in  gold.  In  1854  (December  18),  the  legislature 
discussed  the  situation  carefully  but  could  not  bring  itself  to 
take  any  step.  It,  however,  declared  that  it  would  on  no 
account  pursue  the  policy  of  admitting  gold  coin  at  officially 
determined  values.2 

During  all  this  early  period  the  public  discussion  of  the  gold  and 
silver  question  was  active.  Much  the  same  division  of  opinion 
existed  as  in  France,  and  French  economists  not  infrequently 
joined  in  the  work  of  assisting  the  Swiss  to  select  a  suitable 
monetary  system.3  Everywhere  the  feeling  was  prevalent  that 
the  monetary  system  should  be  uniform  with  that  of  the  neigh- 
boring countries,  but  to  the  agitation  for  the  admission  of  French 
gold  at  a  fixed  rate  was  added  the  cry  for  a  lower  fineness  of  the 
silver  coin.  After  the  official  discussions  of  1854,  the  subject 
was  temporarily  allowed  by  the  government  to  rest ;  but  this  did 
not  meet  the  wishes  of  the  people,  who  were  desirous  of  seeing 
the  problem  settled.  In  1856  it  was  accordingly  resumed  by 
the  Bundesrath,  and  expressions  of  opinion  were  received  from 
the  Chambers  of  Commerce  of  Zurich  and  other  places,  as  well 
as  from  many  mercantile  and  banking  associations  —  notably 
those   of    Berne   and   Basel.4    Speiser,  the   monetary  expert 

1  See  Soetbeer,  ante  cit.,  p.  84. 

2Botschaft  des  Bundesrathes  vom  14  Juli,  1854,  also  Burckhardt-Bischoff 
ante  cit.,  p.  7. 

3  See  references  given  in  chap,  i ;  also  Inlelligenz-Blatt  of  Basel,  Feb.  i-March  5, 
1854,  for  gold  side  of  the  argument. 

*  See  Burckhardt-Bischoff,  ante  cit.,  p.  7. 
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formerly  active  in  pushing  through  the  law  of  1850,  urged,  in  a 
document  which  received  the  support  of  the  Bank  of  Zurich  (of 
which  Speiser  had  been  a  director),  the  admission  of  gold.  He 
further  argued  strongly  for  a  fineness  of  .800  for  silver.1  But, 
although  the  process  of  driving  out  silver  was  still  going  on  at  a 
rapid  rate,  the  assembly  merely  announced  the  opinion  that  "it 
is  best  to  hold  fast  to  the  coinage  system  based  on  silver  as 
heretofore  and  not  at  present  to  enter  upon  the  admission  of 
gold  at  official  rates."2 

This  timid  utterance  did  not  find  much  favor.  The  com- 
munication of  Speiser,  just  referred  to,  was  enthusiastically 
endorsed  by  the  Swiss  Bankvorsteherschaft  (Bank  Directors'  Asso- 
ciation), which  led  by  Ott-Trumpler  and  other  bankers  and 
financiers,  began  an  agitation  through  pamphlets  and  the  press. 
Other  banks  and  financial  institutions  of  various  sorts  were  not 
slow  to  follow  suit.  The  result  was  that  soon  the  old  basis  was 
almost  completely  discarded  in  common  trade.  All  commerce 
was  by  tacit  agreement  based  on  the  so-called  "  Bankvaluta," 
and  bills  of  exchange  were  accordingly  drawn  in  "francs  of 
France;"  in  other  words,  they  were  practically  made  payable  in 
French  gold. 

So  far  did  this  usage  prevail  that  at  length,  although 
five-franc  pieces  were  slightly  more  plentiful  in  1858,  even  the 
government  was  able  to  overlook  it  no  longer.  In  1859,  the 
Bundesrath  finally  brought  itself  to  acknowledge  in  the  following 
terms  the  part  played  by  gold  in  the  circulation:  "The 
national  and  cantonal  treasuries  can  no  longer  withstand  the 
urgency  of  circumstances ;  the  gold  standard  has  become  matter 
of  fact,  whereas  the  silver  standard  remains  standing  only  on 
paper,  and  one  can  without  exaggeration  assume  that  nine  tenths 
of  all  transactions  in  Switzerland  are  performed  by  means  of 
gold,  and  especially  through  the  agency  of  the  20-franc  pieces."3 

Having  once  been  brought  to  this  point,  the  Swiss  finance 

1  Ibid.,  p,  9. 

2  See  SOETBEER,  ante  cit.,  p.  84,  and  BuRCKiiARDT-BisCHOFF,  ante  cit.,  p.  8. 

3  SOETBEER,  ante  cit.,  p.  85. 
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department  found  further  steps  comparatively  easy.  September 
30,  1859,  the  cantonal  governments,  banking  establishments,  and 
economists  received  from  the  department  a  circular  propounding 
five  questions,  on  the  relative  merits  of  the  bimetallic,  gold,  and 
silver  standards.1  Of  the  fifty  replies  all  save  three  condemned 
the  existing  system,  and  far  the  larger  number  urged  the  uncon- 
ditional extension  of  the  legal-tender  quality  to  French  gold 
coin.2 

The  great  opportunity  offered  to  the  controversialists  by 
the  prospect  of  action  on  the  part  of  the  Bundesrath  was  not 
neglected.  The  controversy  between  journalists  and  pamphlet- 
eers increased  in  violence.3  All  this  was  not  without  its  effect 
on  the  Federal  Council.  Its  report  briefly  reviewed  the  situa- 
tion created  by  the  invasion  of  the  new  gold,  and  surveyed  the 
monetary  problem  as  existing  in  the  various  countries  of  the 
world.  It  was  fully  recognized  that,  as  at  present  constituted, 
the  Swiss  monetary  system  was  almost  dependent  upon  the 
French ;  and  the  report  entered  at  great  length  into  the  complex 
relations  resulting  from  this  state  of  things.4  In  general  the 
belief  that  an  expectant  attitude  could  no  longer  be  profitably 
sustained  was  expressed.  It  was  impossible  to  exclude  gold. 
The  report  therefore  thought  best  to  admit  it  at  a  fixed  rate, 
thus  practically  adopting  the  French  double  standard,  while  at 
the  same  time  a  lower  fineness  for  subsidiary  coin  was  recom- 
mended.   A  draft  of  an  arrets  to  this  effect  was  submitted. 

These  proposition  of  the  federal  council  were  made  the 
subject  of  a  report  by  a  committee  of  the  national  assembly  of 
January  14,  i860.  After  a  study  of  the  French  law  of  1803,  it 
pronounced  the  opinion  that  the  French  double  standard  owed 
its  existence  to  an  unintentional  blunder  in  legislation.    In  the 

IFor  text  see  Cherbuliez,  "La  Question  monetaire  en  Suisse,"  Journal  des 
E\conomistes,  i860,  i.  I,  p.  42. 

2  In  the  Botschaft  des  Bundesraths  vom  31.  Dec,  /8jg. 

3 See  notably  Keller,  Gold-  und  Silberfrage,  i860;  Die  Miinzverhdltnisse  der 
Schweiz,  von  O.  T.,  1859;  La  Question  monetaire  en  Suisse,  Cherbuliez,  Journal  des 
£conomistes,  i860,  i.  I,  p.  40  et  seq.;  Fischer,  Gold  und  Silber,  eine  Anlwort,  u.  s.  w. 

4  See  Cherbuliez,  ante  cit. 
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words  of  the  report,  the  existence  of  the  double  standard  was  an 
involuntary  result  of  the  law  of  1803.  Such  a  blunder,  it  was 
thought,  should  not  be  repeated  by  the  Swiss  federal  assembly.1 
"We  adopt  the  gold  standard,"  said  the  report,  "in  submission 
to  a  necessity  which  springs  from  the  history  of  modern  civiliza- 
tion."2 Nevertheless,  it  was  believed  that  such  a  step  as  the 
coinage  of  gold  would  be  hazardous  for  so  small  a  country,  and 
adherence  to  the  policy  of  admitting  gold  coins  struck  after  the 
French  standard  was  therefore  considered  expedient.  The 
decrease  in  the  fineness  of  silver  coin,  proposed  by  the  Botschaft, 
was  supported  by  the  report  of  the  committee,  and  the  standard 
of  .800  was  advocated ;  although  it  was  recognized  that  such  a 
step  would  lay  Switzerland  open  to  the  charge  of  having,  by 
implication  at  least,  completely  abandoned  the  silver  standard. 

The  report  of  the  committee  was,  in  general,  well  received ; 
but  the  bill  passed  upon  it,  and  soon  after  submitted  by  the 
federal  council  to  the  national  council,  contained,  among  other 
modifications,  an  explicit  statement  that  the  Swiss  monetary  unit 
should  in  future  be  expressed  only  in  its  "quintuple  value,"  the 
five-franc  piece.  This  innovation  did  not  meet  with  the  approval 
of  the  Conseil  des  Etats,  and  January  30,  the  suppression  of  this 
new  clause  was  recommended  by  a  committee  of  the  Conseil.3 
In  accordance  with  this  view,  the  arreti  in  its  final  form,  and 
with  the  objectionable  clause  eliminated,  was  introduced  on  the 
following  day,  January  31,  i860,  and  received  the  legislative 
approval.  It  substantially  followed  the  report  of  the  committee 
of  the  14th  inst.4  Two  days  later,  on  February  2,  i860,  a  sup- 
plementary act  authorizing  the  coinage  of  1  million  francs  in 
one-franc  pieces  and  2  million  francs  in  two-franc  pieces,  at  the 
new  fineness,  was  passed.5 

Henceforward  Switzerland,  even  more  than  previous  to  the 
law  of  i860,  was  to  find  in  France  a  monetary  arbiter.  The  first 
direct  step  toward  the  formation  of  the  Latin  Union  had  been 
taken. 


'  Botschaft,  ante  cit.,  pp.  10  et  seq.  3  See  Cherbuliez,  ante  cit. 

9  fl>id.,  pp.  ii.  4 For  text  see  ibid.  *Ibid. 


CHAPTER  IV. 


THE  COINAGE  DIFFICULTIES  LEADING  TO  THE  FORMATION 
OF  THE  LATIN  UNION,  1860-1865. 

After  the  French  Commission  of  1858  had  rendered  its 
report,  public  opinion  in  France  remained  for  some  time  in  an 
uncrystallized  condition.  The  monetary  controversy,  however, 
lost  none  of  its  violence.  Nor  was  the  source  of  inconvenience 
removed,  for  the  exportation  of  silver  subsidiary  coin  continued, 
and  the  absorptive  power  of  the  Orient  apparently  did  not 
diminish.  Consequently  a  solution  of  the  monetary  problem 
became  more  and  more  a  pressing  necessity.  By  i860,  it  began 
to  be  seen  that  energetic  action  on  the  subject  must  not  be 
delayed,  and,  if  possible,  should  not  be  confined  to  France,  but 
should  be  taken  by  her  in  concert  with  the  other  countries  pos- 
sessing the  same  monetary  system.  Among  these,  Belgium  and 
Switzerland  were  naturally  most  conspicuous. 

As  we  have  just  seen,  the  need  for  change  in  the  monetary 
system  had  been  forced  upon  the  attention  of  Swiss  legislators 
by  the  invasion  of  French  gold,  and,  upon  the  recommendation 
of  the  Swiss  commission  of  1859,  the  law  of  January  31,  i860, 
had  lowered  the  fineness  of  Swiss  silver  coin,  of  denominations 
lower  than  five  francs,  to  .800.  The  result  of  this  measure  might 
easily  have  been  foreseen.  Recoinage  was  immediately  begun, 
and,  by  the  end  of  1863,  no  less  than  7  million  francs  in  two- 
franc  pieces  and  3.5  million  francs  in  one-franc  pieces  —  a  total 
of  10.5  million  francs1 — had  been  struck.  These  being  of  a 
reduced  fineness  and  containing  10  per  cent,  less  fine  silver  than 
the  French  and  Belgian  coins  of  the  same  denomination,  although 
exactly  resembling  them  in  weight,  appearance,  etc.,  were,  of 
course,  imported  into  France  and  Belgium  in  no  inconsiderable 
amounts  ;  and  there  served  to  displace  the  old  coins  which,  when 

1  Conference,  monetaire  entre  la  Belgique,  la  France,  V  Italie,  et  la  Suisse,  1874,  Seance 
du  24  Jan.,  Annexe  B,  p.  72. 
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melted  and  exported,  yielded  a  satisfactory  profit.1  During  the 
two  years  that  had  elapsed  since  the  report  of  the  commission 
of  1855,  the  idea  of  the  single  gold  standard  had  been  slowly 
but  steadily  gaining  ground,  and  public  opinion  had  now  nearly 
discarded  silver  as  the  possible  basis  of  a  monetary  system.2 
This  evolution,  which  was  taking  place  in  Belgium  and  Switzer- 
land as  well  as  in  France,  led,  in  the  first-mentioned  country,  to 
the  great  debate  of  the  early  part  of  1861,  which,  as  has  been 
observed  in  chapter  II,  resulted  in  the  repudiation  of  the  legisla- 
tive measures  of  a  decade  before  and  the  reestablishment  of  the 
nominally  double,  but  really  single  gold,  standard  on  the  same 
basis  as  then  existing  in  France.  But,  having  reached  the  same 
basis  as  France,  the  Belgian  chambers  dared  go  no  further  along 
the  progressive  course  of  action  mapped  out  by  the  Swiss  law 
of  i860.  It  was  deemed  best  to  wait,  for  it  was  not  at  all 
unreasonable  to  suppose  that  France  would,  in  the  immediate 
future,  take  decisive  steps  tending  to  place  her  monetary  system 
on  a  more  stable  basis. 

As  we  have  noted,  continual  agitation  was  maintained  by  the 
press,  and  the  export  of  small  silver  coin  was  considered  a 
serious  matter.  Moreover,  demands  for  a  remedy  were  becoming 
strenuous.  Twice  in  the  session  of  the  first  semester  of  1861 
did  the  French  Senat  devote  its  attention  to  the  monetary  ques- 
tion on  the  occasion  of  two  petitions.  The  first  of  these  docu- 
ments demanded  demonetization  of  the  50-centime  pieces  and 
the  substitution  of  coins  of  20,  40,  60,  and  80  centimes.3  But, 
although  the  author  spoke  vaguely  "of  the  total  lack  of  silver 
coins  which  renders  the  payment  of  unimportant  demands 
difficult,"  he  failed  to  suggest  any  remedy  or  to  show  how  the 

1 "  The  silver  piece  of  five  francs  disappeared  first,  and  very  soon  the  fractional 
coins  were,  in  their  turn,  attracted  outside,  and  the  neccessary  quantity  of  fractional 
silver  coin  thus  diminished  to  the  great  detriment  of  small  transactions." — Message  of 
the  Federal  Council  of  Switzerland  of  February  2,  1866.  See  also  Journal  des  j&cono- 
mistes,  1866,  i.  2,  p.  284  ;  Laughlin,  History  of  Bimetallism  in  the  United  States,  pp. 
147  el  sea.;  and  COSTES,  Notes  et  Tableaux  pour  Servir  a  V Etude  de  la  Question  mone"- 
taire,  pp.  6,  7. 

'See  the  Paris  Conslilutionel,  December  I,  1859  ;  Salut  pullic  (of  Lyons),  Jan- 
uary (),  [3,  and  17,  and  March  22,  i860;  Courrier  de  Lyon,  March  13  and  23,  i860  ; 
also,  /ournal  des  Jiconomisles,  i860,  i.  2,  2. 

'  /.a  ('rise  mon/Uaire,  Journal  des  Jiconomisles,  1 86 1 ,  ii.  1,  p.  55. 
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substitution  of  coins  of  lower  denomination  for  the  50-centime 
pieces  would  do  away  with  the  evil.  Notwithstanding  the  fact 
that  the  petition  itself  was  not  to  the  point,  it  served  to  afford 
an  opportunity  for  the  monetary  debate  which  had  long  been 
expected.  On  May  25,  1861,  the  question  was  discussed,  and 
M.  Dumas  made  an  appeal  for  the  adoption  of  the  policy 
already  pursued  by  Switzerland  —  that  of  recognizing  the  five- 
franc  piece  as  the  unit  and  reducing  the  fineness  of  all  coins  of 
lower  denomination.1  He  urged  the  chamber  to  "  seize  the  prob- 
lem by  the  forelock  and  declare  that  henceforward  the  five-franc 
piece  shall  alone  possess  the  conditions  of  fineness  which  the  one- 
franc  piece,  as  well  as  all  the  subsidiary  coins,  has  hitherto  pos- 
sessed, and  that,  with  the  exception  of  the  five-franc  piece,  silver 
coins  shall  be  struck  with  a  real  value  a  little  below  their  face 
value." 

No  decisive  action  on  this  petition  was  taken,  and  the  next 
day2  a  much  stronger  one  was  brought  in.  This  embodied  in 
the  form  of  a  request  the  ideas  expressed  by  M.  Dumas  on  the 
preceding  day,  and  they  accordingly  again  received  his  warmest 
support.  Much  opposition  was  manifested  by  Chevalier,  the 
champion  of  the  single  silver  standard,  as  well  as  by  others,  but 
to  no  avail.  M.  Dumas  proposed  that  the  petition  be  placed  in 
the  hands  of  the  Ministry  of  Finance  for  action.  His  view  pre- 
vailed, and  it  was  generally  recommended  that  immediate  action 
be  taken,  for  the  uncertainty  in  regard  to  the  monetary  future 
was  already  productive  of  great  inconvenience  to  the  bank,3  as 
well  as  to  business  and  other  interests. 

No  time  was  lost  by  the  ministry,  and  on  June  15,  less  than 
two  weeks  after  the  close  of  the  legislative  debate  in  Belgium,  a 
new  commission  was  ordered  by  M.  de  Forcade,  minister  of 
finance.  Thus  it  seemed  that  the  "expectant  attitude"  of  Bel- 
gium was  about  to  be  justified  by  a  positive  measure.  It  was  not 
long  before  the  commission  brought  in  its  verdict.  Its  work  had 
been  carefully  outlined  for  it  as  being: 

1  Ibid.,  pp.  6,  7.  2  May  26. 

3  For  account  of  the  difficulties  of  the  bank,  see  Journal  des  £conomistes,  1861,  i. 
p.  86  et  seq. 
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1.  To  ascertain  the  causes  which  tend  to  diminish  the  circulation  of  frac- 
tional silver  coin. 

2.  To  examine  the  consequences  of  this  situation  and  the  nature  of  the 
inconveniences  occasioned  thereby. 

3.  To  point  out  the  measures  which  it  would  be  useful  to  take  in  order 
that  the  fractional  silver  coin  might  satisfy  the  needs  of  the  circulation  and 
suffice  for  the  payment  of  salaries  and  furnish  the  small  change  required 
in  business. 

Thus  the  field  of  discussion  was  not  so  indefinite  as  that 
allowed  the  preceding  commission  (that  of  1858).  On  July  10, 
1861,  the  commission  recommended  the  maintenance  of  the  five- 
franc  piece  at  the  fineness  of  .900  and  the  reduction  of  the  new 
fractional  coin  to  .835  in  fineness.1 

The  suggestions  of  the  commission  were  not  immediately 
acted  upon.  Either  the  Corps  LJgislatif  was  too  timid,  or  the  war 
prospects  diverted  attention  from  what  were  regarded  as  minor 
considerations,  or  it  was  thought  that,  on  all  accounts,  a  some- 
what longer  delay,  in  order  to  see  if  some  change  in  the  eastern 
trade  might  not  affect  the  problem,  would  be  preferable  to  imme- 
diate action.  The  work  of  the  commission  was  not,  however, 
destined  to  be  fruitless.  Little  more  than  a  month  had  elapsed, 
after  the  rendering  of  the  report,  when  Italy  practically  embodied 
its  suggestions  in  a  new  monetary  system  by  the  law  of  August 
24,  1862. 2  It  must  not  be  supposed  that  the  work  of  the  com- 
mission had  suggested  to  Italy  the  idea  of  lowering  the  fineness 
of  her  subsidiary  coin.  The  Italian  law  had,  in  fact,  been  pro- 
posed as  early  as  June  g,3  but  the  report  of  the  French  commis- 
sion and  the  prevailing  opinion  that  these  suggestions  would 
certainly  be  acted  upon  by  France  and  Belgium  unquestionably 
had  considerable  weight  in  bringing  about  the  passage  of  the 
law.  In  Italy,  as  in  Belgium,  the  new  political  independence  and 
need  of  unification  and  consolidation  made  steps  toward  a  uniform 
monetary  system  seem  prime  requisites  to  constituting  a  new 
nation.  The  various  Italian  states,  prior  to  the  establishment 
of  independence,  had,  like  the  Swiss  cantons,  each  possessed 

'  See  Rapport  de  la  Commission  Chargee  d'J&tudier  la  Question  de  V&talon  moni- 
tairet  fails,  1869,  p.  3;  also  Proch  Verbaux  et  Rapport  de  la  Commission  monitairer 
Paris,  1869,  p.  4. 

3  Compare  Report  of  United  States  Monetary  Commission,  vol.  i.  p.  252. 
*See  Documents  relatifs  a  la  Question  monttaire,  Brussels,  1 868,  pp.  6,  7. 
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a  separate  system  of  coinage  and  each  had  apparently  prized  it 
highly  as  a  symbol  of  autonomy.  But,  with  the  desire  for  uni- 
formity, came  the  necessity  either  of  selecting  one  of  the  old 
systems  or  of  adopting  a  new  one  which  should  be  of  universal 
application.  Fortunately,  Sardinia  already  possessed  the  French 
decimal  system.  It  was  no  more  than  natural  that  the  state  of 
Victor  Emanuel  should  give  to  united  Italy  its  monetary  system 
as  well  as  its  sovereign;  while  the  desire  to  compliment  the 
French,  to  whose  aid  so  much  had  been  due,  in  a  way  peculiarly 
grateful  to  Napoleon,  no  doubt  had  full  weight.  Only  in  Sar- 
dinia and  Placentia  had  the  French  system  obtained,  prior  to  the 
law  of  August  24,  which  imposed  it  upon  the  whole  peninsula.1 

By  Art.  I,  a  coinage  system  exactly  similar  to  that  of 
France  with  the  lire  as  unit  was  provided  for.  The  gold  coins 
and  the  silver  five-franc  pieces  were  to  be  of  the  same  fineness 
as  the  French — .900 — but  the  silver  coins  of  denominations 
lower  than  five  francs  were  to  be  .835  fine.  Silver  five-lire 
(five-franc)  pieces  were  granted  full  legal-tender  power.  Also, 
the  coins  of  the  three  other  countries  which  later  constituted  the 
Latin  Union  were  granted  a  legal  circulation  in  Italy,  and  the  retire- 
ment of  all  non-decimal  gold,  silver,  and  bronze  was  decreed.2 

The  importance  of  this  action  on  the  part  of  Italy  was  con- 
siderable. As  the  fineness  of  .835  was  later  adopted  by  the 
Latin  Union,  this  early  action  enabled  Italy  to  get  the  start  with 
her  coinage,  and  when  the  cours  forcd  came,  in  1866,  she  was  able, 
by  reason  of  the  mutual  reception  accorded  by  the  countries  of 
the  union  to  each  others'  coins,  to  exchange  her  coins  of  lower 
fineness  for  what  were  left  of  the  old  French  and  Belgian  silver 
coins  not  yet  withdrawn.3  The  law  of  1862  had  no  sooner  been 
passed  than  Italy  went  vigorously  to  work  at  the  task  of  sup- 
planting the  old  coins  of  the  different  states  of  the  peninsula  by 

Compare  Haupt,  Histoire  monetaire  de  Notre  Temps,  pp.  264  et  seq.;  Costes, 
Notes  et  Tableaux  pour  Servir  a  V  Etude  de  la  Question  mondtaire,  pp.  50  et  seq.;  and 
Report  of  United  States  Monetary  Commission,  vol.  i.  pp.  242  et  seq. 

2  Owing  to  the  establishment  of  the  corso  forzoso  this  operation  was  not  completed 
until  the  end  of  1885,  by  which  time  38.1  million  of  gold,  602.6  million  of  silver,  and 
28.3  million  of  bronze  had  been  retired  and  recoined  after  the  new  system. 

>  Compare  Costes,  Notes  et  Tableaux,  ante  cit.,  pp.  50,  51. 
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new  ones  patterned  after  the  French,  and  by  the  end  of  i  865  had 
coined  as  follows  :r 

Gold  Silvers-francs  Subsid.  silver 

1862  -       -    39,097,560  I.       964,435  1.       2,098,295  1.  .900  fine 

1863  -  66,025,300    32,082,873      .835  14 

1864  -  -      12,172,600  601,935  30,696,351       .835  " 

1865  -  68,705,190  4,010,835  41,937,106      .835  " 

During  the  same  period,  old  coins  were  withdrawn  as  fol- 
lows : 2 

Gold  Silver 

1862                                                                 1,493717  1.          8,215,535  1. 

1863  4,704,616  61,390,092 

1864  7,166,524  54,455,421 

1865  11,094,256  116,182,699 

Thus,  the  establishment  of  the  new  monetary  system  of  Italy 
was  already  well  under  way  at  the  time  of  the  first  meeting  of 
the  Latin  Convention. 

In  the  meantime,  nothing  was  being  officially  done  in  France. 
Public  opinion  continued  strongly  to  favor  the  gold  basis  and 
"  the  economic  world  was  in  accord  in  recognizing  the  impossi- 
bility of  the  double  standard."3  Beside  the  two  petitions  which 
had  directly  led  to  the  appointment  of  the  French  Commission 
of  1862,  various  other  attempts  to  induce  governmental  action 
had  been  made,  and  a  particularly  comprehensive  petition  by 
M.  Leon,  in  which  he  set  forth  the  necessity  of  a  formal  gold 
standard,  had  been  presented  to  the  chambers  in  June,  1862. 4 
As  has  already  been  observed,  all  this  was  to  no  purpose.5  The 
process  of  sorting  out  the  less  worn  of  the  subsidiary  coins  for 
exportation,6  which  had  already  reached  an  advanced  stage  in 
1862,  went  vigorously  on  during  the  year  succeeding  the  report 
of  the  commission.    In   October   1863,  the  invasion  of  the 

xConference   monetaire  entre   la  Belgique,  la  France,  etc.,  Proces-Verbaux,  1874, 
Annexe  C,  pp.  74,  75. 
*fdid.,  p.  97. 

*Ou  en  est  la  Crise  monitaire,  Journal  des  j&conomistes,  1861,  ii.  I,  p.  18. 

4  See  Moniteur,  June  5,  1862,  for  report.  For  text  see  Journal  des  E-conomistes, 
1862,  ii.  1,  pp.  133  et  sea. 

5  Cf.  Rapport  de  la  Commission  de  186/,  ante  cit. 

6  Des  Monnaies  Divisionnaires,  in  Journal  des  itconomistes,  1862,  ii.  i,pp.  416  et  seq. 
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French  circulation  by  new  Italian  coin  had  already  proceeded 
sufficiently  far  to  be  regarded  as  an  additional  danger.1 

The  hope  that  some  alteration  in  the  course  of  the  trade  which 
was  driving  silver  to  the  East  would  come  about,  seemed  to  be 
signally  disappointed  (as  may  be  seen  from  the  table  of  imports 
and  exports  of  gold  and  silver  already  given  in  chapter  I).2 
We  have,  moreover,  already  reviewed  the  history  of  the  coinage 
down  to  i860,  and  noted  the  sharp  decline  in  the  coinage  of 
silver  during  the  decade  1 850-1 860.  In  i860,  the  coinage  of 
five-franc  and  two-franc  pieces  sank  to  zero.  This  cessation 
marked  probably  the  greatest  extension  attained  in  the  use  of 
gold  at  any  time  during  French  history,  although  it  was  not 
until  1863,  that  the  extreme  lower  limit  of  the  total  annual  coin- 
age of  silver  was  reached.  It  is  scarcely  necessary  to  recall  why 
the  suspension  of  the  coinage  of  five-franc  and  two-franc  pieces 
is  noteworthy.  These  were  the  only  silver  coins  at  all  used  in 
transactions  of  any  importance,  and  when  the  coinage,  of  five- 
franc  pieces  was  resumed  in  1 861,  it  indicated  that  silver  was 
again  being  used  (albeit  to  an  extremely  slight  degree)  in  busi- 
ness. On  this  account,  the  decrease  in  subsidiary  silver  coinage 
was  the  more  noteworthy,  since  it  was  a  striking  indication  of  the 
great  lack  of  subsidiary  coin  which  was  now  causing  so  much 
uneasiness.    The  coinage  for  these  years  may  be  thus  summed  up: 

Gold  Silver 

1860  -  .      -       -       -    428,452,425  fr.       8,034,198  fr. 

1861  -         -         -  98,216,400  2,518,049 

1862  -  214,241,990  2,519,397 

1863  -  210,230,640  329,610 

1864  -  273,843.765  7.296,609 

1865  -         -         -  161,886,835  9,222,394 

The  flow  of  silver  to  the  East  did  not  diminish,  but,  on  the 
contrary,  largely  increased.  Whereas  the  excess  of  imports  of 
silver  into  British  India  was  90.9  million  rupees  in  1862,  it  rose 
in  1863,  to  125.5  and  m  1864,  to  127.9.  The  price  of  silver 
continued  obstinately  high  as  compared  with  gold. 

x"Le  Systeme  monetaire  Francais,"  Journal  des  £conomistes,  ii.  2,  pp.  29  et  seq. 
2  See  also  Appendix  IV. 
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Under  these  circumstances,  no  improvement  in  the  monetary 
situation  could  be  expected  until  either  ( I )  the  ratio  should  change 
or  (2)  some  legislative  step  should  be  taken.  Of  the  first  mode  of 
relief  there  seemed  little  to  be  expected.  Consequently,  agita- 
tion for  the  adoption  of  the  report  of  the  commission  of  1862 
was  renewed  and,  in  response  to  popular  outcry,  the  Corps 
LJgislatif  overcame  its  timidity  so  far  as  concerned  the  coins  of 
50  centimes  and  20  centimes.1 

The  law  of  May  24,  1864,  adopted,  with  regard  to  these  coins, 
the  recommendations  of  the  latest  commission,  lowering  their 
fineness  to  .835  and  commanding  the  retirement  and  recoinage 
of  the  old  types,  while  restricting  the  legal  tender  quality  of  the 
new  coins  to  twenty  francs  at  a  payment,  and  ordering  a  coinage 
of  but  30  millions.  It  was  desired  "  that  there  should  be  created 
in  each  country  a  fractional  silver  coinage  having  a  nominal 
value  greater  than  its  real  value  in  such  wise  as  to  guarantee  it 
from  all  exportation  and  without  its  nominal  value  being  able  to 
tempt  to  counterfeiting." 2  The  object  of  the  law  was,  however, 
not  attained. 

Owing  to  the  difference  in  fineness  between  the  French  and 
Swiss  coin  (the  latter  being  but  .800  fine),  it  had  been  profitable 
to  substitute  Swiss  for  French  and  even  for  Italian  coins.  France 
had  been  the  only  country  to  take  a  decisive  step  toward 
remedying  this  situation.  Even  before  the  passage  of  her  law 
of  May  24,  1864,  she  had,  by  the  decree  of  April  14,  1864,  shut 
out  the  Swiss  coins  from  the  customs  orifices,  etc.,  thus  more  or 
less  discrediting  them  in  all  countries  where  the  franc  system 
prevailed.  Circulation  was  impeded,  and  the  ancient  and  precious 
uniformity  so  long  enjoyed  by  France,  Belgium,  and  Switzerland 
had  vanished.  Frontier  trade  was  impeded,  and  travelers  were 
subjected  to  inconvenience. 

The  situation  was  now  more  complex  than  ever  before.  While 

1  The  government  proposed  to  apply  the  new  measures  to  all  silver  coins  of 
denominations  less  than  five  francs.  This  was  narrowed  by  the  committee  of  the 
Corps  LSgislatif  to  the  50  and  20-centime  pieces. 

2  Rapport  de  M.  Gouin,  Diputi  au  Corps  LSgislatif,  ddpost  le  28  Avril  1864  (Moni- 
leur,  Avril  29). 
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the  changed  fineness  of  the  coin  in  Switzerland,  Italy,  and  France 
in  some  measure  hindered  export  of  subsidiary  coin,  and  the 
lack  of  such  coin  had  become  extremely  vexatious,  the  new 
difficulties  were  affecting  Belgium  most  seriously.1  Whereas 
Switzerland  had  a  coinage  .800  fine,  Italy  one  of  .835  fineness, 
and  France  some  coins  of  .900  and  some  of  .835  fine,  Belgium 
still  retained  the  old  fineness  of  .900,  and  admitted  the  French 
coins  to  full  circulation.  Coins  of  the  other  two  states  might 
also  be  found  in  the  Belgian  circulation.  Belgium,  as  already 
shown  in  an  earlier  chapter,  began  to  suffer  more  acutely  than 
any  of  her  neighbors. 

The  new  law,  as  has  been  said,  had  not  helped  France.  Less 
than  eight  of  the  30  millions  authorized  were  emitted  in  1864,  and 
less  than  nine  millions  in  1865.  These  small  coinages  were,  as  fast 
as  they  made  their  appearance,  absorbed  by  speculators  who,  by 
various  manipulations,  were  able  to  effect  exchanges,  and  reap 
their  profit  in  the  old  way,  although  this  process  was  attended 
with  greater  difficulty  than  prior  to  the  passage  of  the  restrictive 
French  law.2  It  began  to  be  seen  that  the  only  way  out  of 
existing  troubles  would  be  by  concerted  action.  The  idea  of 
international  monetary  action  was  not  a  new  one.  It  had  already 
been  acted  upon  in  the  German  convention  of  1857,  and  had 
rapidly  become  the  program  of  a  considerable  body  of  mone- 
tary theorists.3  A  union  between  Belgium,  Italy,  France,  and 
Switzerland,  for  mutual  regulation  of  the  coinage  on  some  basis, 
was  urged  very  strongly  from  many  quarters. 

As  Belgium  had  been  the  greatest  sufferer,  it  was  natural 
that  the  first  overtures  should  come  from  her.  In  the  earlier 
part  of  1865,  she  accordingly  made  proposals  to  France.  They 
were  gladly  entertained,  and  invitations  to  a  joint  monetary  con- 
ference were  accepted  by  Italy  and  Switzerland. 

1  See  Fauchille  "  L'Union  mone'taire  Latine.  Son  Histoire,"  in  Annals  de 
V Ecole  Libre  des  Sciences  Politiques,  Paris,  October  1886,  p.  $tl. 

2  Compare  Serrigny,  "  Observations  critiques  sur  la  Convention  mone'taire  du. 
23  December  1865,"  Revue  Critique,  vol.-xxxiv,  1869,  pp.  439  et.  seq. 

3  See  Revue  Contemporaine,  October  1866. 
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THE  MONETARY  CONVENTION  OF  1865. 

The  chain  of  events  which  made  the  organization  of  some 
species  of  monetary  league  a  necessity  has  now  been  sufficiently 
discussed.  The  semblance  of  monetary  uniformity  possessed  by 
the  states  represented  at  the  monetary  convention  of  1865  only 
intensified  the  annoyances  to  which  their  commercial  relations 
were  subjected,  while  the  technical  excellence  of  the  franc 
system  led  the  states  to  desire  its  continuance.  Moreover,  a 
departure  from  it  was  admitted  to  be  almost  impossible.  The 
new  coinage  of  Italy,  the  close  commercial  relations  of  France 
and  Belgium,  as  well  as  the  nature  of  their  stocks  of  coin,  and 
the  monetary  dependence  of  Switzerland  on  France,  bound  the 
three  smaller  countries  to  France  by  the  tie  of  a  common  interest. 
Nor  was  France  willing  that  the  bond  should  be  broken.  We 
need  not  recapitulate  the  political  and  economic  interests  which 
led  her  to  desire  an  extension  of  her  coinage  system ;  it  is 
enough  that  they  were  many  and  vital.1 

In  order  to  gain  a  comprehensive  understanding  of  the  con- 
vention of  1865,  we  shall  first  consider  the  question  of  standard 
in  so  far  as  it  occupied  the  time  of  the  delegates,  taking  up  (1) 
the  history  of  the  bimetallic  discussion  in  the  convention,  and 
pointing  out  every  instance  in  which  this  subject  was  touched 
upon,  and  (2)  the  arguments  in  favor  of  and  against  the  single 
gold  standard.  It  will  then  be  possible  to  consider  the  technical 
points  in  regard  to  the  silver  five-franc  pieces,  the  gold  coin,  and 
the  subsidiary  silver,  as  well  as  the  various  minor  provisions  of 
the  treaty  as  evolved  in  the  convention. 

1  The  first  meeting  of  the  convention  of  1865  was  held  on  November  29,  and  its 
work  was  completed  in  five  subsequent  meetings  held  respectively  on  November  27, 
December  1,  December  6,  December  21,  and  December  23.  The  delegates  were 
eleven  in  number,  two  from  Belgium,  four  from  France,  two  from  Italy,  and  three  from 

.Switzerland. 
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The  speech  with  which'  M.  de  Parieu  opened  the  first  meet- 
ing1 hinted  obscurely  at  the  question  of  the  standard,  but  did  not 
propound  it  as  by  any  means  the  most  important  point  to  be 
considered.  He  seemed  rather  to  regard  the  minor  problem  of 
the  silver  subsidiary  coin  as  the  real  crux.  This  was  eminently 
natural.  France  had  seen  her  silver  five-franc  pieces  disappear 
from  circulation  without  feeling  the  slightest  regret,  and  it  was 
only  when  the  difficulties  and  conflicting  legislative  measures  of 
the  various  countries,  in  regard  to  the  disappearance  of  subsidi- 
ary coin,  had  sharply  called  her  attention  to  the  dangers  of  the 
situation,  that  she  had  come  to  regard  the  state  of  things  as  in 
any  sense  alarming.  It  was  not  strange,  therefore,  that  France 
did  not  regard  the  question  of  the  standard  as  of  primary  impor- 
tance. Her  subsequent  attitude  showed  that  the  preservation 
of  the  status  quo  was  what  she  believed  to  be  most  advantageous 
and  expedient.  Hence  the  list  of  eight  questions  for  discussion 
read  at  the  close  of  the  president's  speech  did  not  include  under 
any  of  its  categories  the  slightest  mention  of  the  bimetallic 
question,  but  concerned  itself  almost  wholly  with  subsidiary  coin. 

The  attitude  of  the  foreign  delegates  was  entirely  different. 
In  replying  to  the  president's  speech,  each  of  the  countries  repre- 
sented indicated  succinctly  its  preference  for  the  gold  standard, 
thus  coming  close  to  the  real  question  at  issue.2  It  was  categor- 
ically laid  down  by  Belgium,  Italy,  and  Switzerland  that  the 
coming  treaty  must,  in  order  to  remedy  efficaciously  the  real 
difficulties,  take  some  definite  action  in  prescribing  a  standard.* 
Owing  to  the  general  demand  for  a  formal  recognition  of  the 
problem,  the  president  therefore  added  to  the  list  of  eight  ques- 
tions a  ninth,  in  which  this  problem  was  proposed.  It  was, 
however,  not  until  a  late  stage  of  the  first  meeting  that  oppor- 
tunity was  offered  for  a  consideration  of  the  bimetallic  question. 
The  debate  was  then  chiefly  sustained  by  M.  Kreglinger  who,  in 
a  long  address,  detailed  the  considerations  which  had  led  his 

1  Conference  monetaire  international e  entre  la  Belgique,  la  France,  F  Italie,  et  la 
Suisse,  Proces-Verbaux,  1865,  Siance  I,  pp.  3  et  seq. 

2  Ibid.,  Seance  I,  pp.  7  et  seq.  3  Ibid.,  Seance  I,  pp.  30  et  seq. 
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government  (the  Belgian)  to  prefer  a  single  gold  standard.1 
In  closing,  he  made  a  formal  demand  for  such  a  standard.2 

The  demand  thus  made  by  Belgium  was  warmly  supported 
by  the  Swiss  delegates.  Nevertheless  it  was  maintained  by  France 
that  the  question  of  standard  had  no  place,  save  incidentally,  in 
the  deliberations,  and  the  representatives  of  the  smaller  countries 
were  requested  to  secure  more  definite  instructions  on  the  scope 
which  their  governments  desired  to  give  to  the  treaty.  M.  de 
Parieu  even  declared  that  "the  necessity  of  henceforth  adopting 
a  single  standard  would  be  an  obstacle  to  the  understanding 
which  it  would,  in  the  meantime,  be  so  desirable  to  establish."3 

The  next  reference  to  the  subject  is  found  in  the  proceedings 
of  the  second  meeting,  when  Italy  formally  announced,  through 
her  representatives,  a  desire  for  a  single  gold  standard.  No 
opportunity,  however,  was  given  for  discussion  of  the  subject  at 
this  time,  nor  was  the  matter  again  alluded  to  until  near  the  close 
of  the  third  session,  when  M.  de  Parieu  expressed  his  regret  that 
the  problem  of  the  standard  had  not  received  a  more  thorough 
treatment.4  This,  however,  merely  called  forth  from  the  dele- 
gates of  the  three  smaller  governments  the  reply  that  they  had 
already  urged  the  adoption  of  gold.  The  final  reference  made 
to  the  standard  during  the  convention  was  in  the  course  of  the 
discussion  on  the  preamble  of  the  treaty,  when  Feer-Herzog,  a 
Swiss  delegate,  expressly  pointed  out  that  the  treaty  was  not 
"intended  to  give  a  new  sanction  to  the  principle  of  the  double 
standard."  This  opinion  was  confirmed  by  the  president,  and 
the  matter  was  not  again  touched  upon.5 

Little  need  be  said  in  regard  to  the  definite  arguments  on  one 
side  or  the  other  of  the  gold  and  silver  question.  They  were 
not  stated  at  great  length.  Most  of  the  important  points  urged 
were  raised  in  the  speech  of  M.  Kreglinger,  the  Belgian  dele- 
gate, to  which  reference  has  already  been  made.  These  argu- 
ments have  been  discussed  in  chapter  II,  but  it  may  be  well 
here  to  recapitulate  them  briefly.    They  were  these : 

'  Ibid.,  Stance  I,  pp.  21-30.  2 Ibid.,  Stance  I,  pp.  30,  31. 

j  Ibid.,  Stance  1.  p.  30.       *  Ibid.,  Stance  2,  pp.  72  et  sea.       3  Ibid.,  Stance  4,  p.  89. 
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1.  That  the  so-called  bimetallic  regime  did  not  maintain  in 
concurrent  circulation  the  two  metals.1 

2.  That  it  exposed  the  countries  which  used  it,  and  particu- 
larly Belgium,  to  a  progressively  depreciating  standard  of  value.2 

3.  That  it  subjected  the  various  countries  to  an  alternating 
standard  of  value  which  produced  financial  stringency:3  a)  By 
draining  specie  from  the  bank  reserves  ;  b)  by  thus  forcing  the 
banks  to  raise  their  rate  of  discount. 

The  other  delegates  who  mentioned  the  subject  did  not 
attempt  to  enter  into  any  extended  discussion  of  the  points  at 
issue.  M.  Feer-Herzog,  indeed,  expressed  a  belief  that  the  sin- 
gle gold  standard  was  best  suited  to  the  future  needs  of  a  grow- 
ing commerce,  but  he  did  not  attempt  to  support  his  position 
by  argument. 

On  the  other  side  little  was  said.  To  the  wish  of  the  smaller 
countries  for  gold  was  opposed  the  desire  of  France  for  a  double 
standard,  while  no  arguments  were  advanced  in  support  of  her 
position  save  that  the  double  standard  had  "  rendered  her  great 
services"  and  that  it  would  "lend  itself  to  the  possibilities  of  the 
future  and  to  the  needs  of  commerce." 

It  is  certainly  remarkable  that  the  discussion  of  the  most 
vital  problems  presented  to  the  delegates  should  have  been  passed 
over  in  this  apparently  negligent  way.  The  omission  can  only 
be  accounted  for  by  supposing  either  that  the  smaller  countries 
believed  that  resistance  to  French  influence  would  be  useless, 
and  so  abstained  from  it,  or  that  they  did  not  consider  it  strictly 
within  the  scope  of  their  powers  to  take  action  on  a  question  so 
important.  But,  from  whatever  point  of  view  we  regard  it,  it  is 
abundantly  clear  that  the  treaty4  was  in  no  sense  intended  as  a 
bimetallic  agreement.  In  order  to  see  whether  in  reality  it  was 
so  or  not,  we  have  only  to  note  that  the  weight  and  fineness  of 
gold  and  silver  standard  coin  were  so  regulated  that  the  mint 
ratio  of  gold  to  silver  was  15^  to  I,  and  that  these  metals  were 
neither  of  them  subject  to  any  restrictions  as  to  amount  of 

1  Ibid.,  Seance  I,  p.  22.  *  Ibid.,  Seance  I,  pp.  23  et  sea. 

3  Ibid.,  Seance  1,  p.  22.  4  For  translation,  see  Appendix  I. 
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coinage.  Bearing  in  mind  the  fact  that,  at  the  ratio  of  15 j£  to  I, 
silver  commanded  in  the  open  market  a  considerable  premium 
over  gold,  we  are  led  to  the  conclusion  that  : 

1.  The  treaty  practically  preserved  the  status  quo  in  France, 
and,  so  far  as  possible,  imposed  it  upon  the  smaller  states. 

2.  Although  the  treaty  thus  practically  preserved  the  gold 
standard,  it  nevertheless  retained  a  fictitious  double  standard. 

3.  Notwithstanding  the  fact  that  the  allied  countries  were 
nominally  left  free  to  choose  their  own  standard,  it  is  clear  :  a) 
that  the  choice  of  a  silver  standard  was  a  logical  and  practical 
impossibility ;  b)  that  the  choice  of  a  nominal  single  gold  stand- 
ard, in  addition  to  the  practical  gold  standard  already  secured, 
would  have  been  wholly  invalidated  under  the  regime  prescribed 
by  the  treaty,  in  case  of  a  possible  change  in  market  ratio  of  gold 
to  silver.  No  such  standard  could  have  been  maintained  had 
each  state  been  required  to  receive  the  standard  silver  coin  of  all 
the  confederated  states  at  its  public  treasury. 

4.  Hence  France  practically  dominated  the  smaller  states  to 
the  extent  of  imposing  on  them  her  hybrid  system. 

5.  The  treaty  was  not  a  bimetallic  agreement  any  more  than 
the  law  of  1803  was  a  bimetallic  agreement. 

Thus  the  treaty  of  1865  failed  in  a  vital  point.  In  not  defi- 
nitely prescribing  and  regulating  the  relations  of  gold  and  silver, 
it  shirked  a  primary  responsibility.  It  was  this  omission  that 
was  the  cause  of  the  difficulties  into  which  the  union  afterward 
found  itself  plunged. 

The  basic  error  thus  committed  was  supplemented  by  another, 
hardly  less  serious.  If  the  coinage  of  gold  and  silver  was  to 
continue  free  at  15^  to  1  with  mutual  reception  by  the  states  of 
each  other's  coins,  one  of  two  things  must  happen:  (1)  either 
there  would  be  practically  no  coinage  of  the  relatively  dearer 
metal,  or  (2)  if  the  market  ratio  should  change  and  the  metal  at 
first  dearer  should  become  the  cheaper  and  be  coined  in  any 
great  quantity,  the  international  redemption  of  one  or  the  other 
of  these  metals  would  have  to  be  provided  for.  It  was  this 
omission  which  led  to  the  difficulties  of  1885,  in  the  course  of 
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which  the  union  was  nearly  broken  up.  The  omission  was 
unquestionably  a  blunder.  If  international  redemption  was 
anticipated,  it  should  have  been  provided  for,  since  the  Latin 
Union  might  at  any  moment  cease  to  exist.  If  it  was  not  antici- 
pated the  farce  of  a  double  standard  had  no  place  in  the  treaty. 
Since  much  more  of  the  coin  of  the  smaller  states  of  the  union 
would  be  likely  to  flow  into  France  than  of  French  coin  into 
their  territory  (for  France  regularly  had  a  balance  due  her) 
it  was  not  probable  that  she  would  lose  any  of  her  influence, 
and  the  hold  thus  once  gained  was  not  likely  to  be  lost. 

It  is  now  necessary  to  look  more  particularly  and  carefully  at 
the  various  technical  problems  concerning  the  silver  coin  as  well 
as  to  touch  slightly  upon  the  dispositions  regarding  gold.  As 
it  was,  most  immediately,  the  difficulties  regarding  subsidiary 
silver  which  had  called  the  convention  into  existence,  it  was  not 
unnatural  that  that  body  should  devote  much  attention  to  obviat- 
ing these  troubles.  We  shall  not  here  discuss  the  question 
whether  the  silver  five-franc  piece  should  retain  the  fineness  of 
.900  or  should  be  reduced  in  fineness.  Once  it  was  decided  that 
the  five-franc  piece  should  be  retained  as  a  standard  coin,  it 
became,  for  the  time  being,  less  important  than  any  other  coin 
in  the  whole  category,  for  it  could  not  be  coined  in  large  amounts 
so  long  as  the  current  market  ratio  kept  it  at  a  higher  value  than 
gold  with  reference  to  the  standard  of  I$j4  to  I. 

We  come,  then,  to  the  problem  of  the  subsidiary  coin.  There 
was  no  question  more  hotly  debated.  Only  minor  theoretical 
problems  presented  themselves,  but,  on  the  other  hand,  the  practi- 
cal obstacles  to  an  understanding  were  numerous.  Principal 
among  these  were  the  varying  standards  of  fineness  already  in  use. 
In  Belgium,  it  will  be  remembered,  the  old  fineness  of  .900  still 
existed.  In  Italy,  .835  was  the  official  standard.  In  Switzerland, 
.800  had  by  the  law  of  i860  been  set  as  the  proportion  of  silver 
to  alloy.  In  France,  the  law  of  1864  had  authorized  an  issue  at 
.835,  while  the  standard  of  .900  still,  for  the  most  part,  prevailed. 
It  was,  of  course,  the  desire  of  every  country  to  secure  the 
adoption  of  its  own  standard  of  fineness.    The  standard  of  .900 
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had  definitely  been  abandoned,  and  although  it  was  suggested 
that  it  be  retained  with  a  lowered  weight  for  the  subsidiary  coin, 
the  plan  met  with  no  favor.  The  abandonment  of  the  fineness  of 
.900  left  Belgium  and  France  free  in  their  choice.  New  coinages 
must  be  had  in  both  countries  for,  with  the  exception  of  the  new 
French  coinage  of  1864,  they  must,  in  any  event,  completely 
renovate  their  subsidiary  coinage  systems,  and  it  made  little  dif- 
ference upon  what  specifications  they  did  so.  The  new  French 
coinage  of  1864  was  practically  no  bar  to  a  change,  for  only  30 
million  francs  had  been  authorized1  and  should  such  a  step  be 
rendered  necessary,  its  retirement  would  be  little  hardship  for 
France.  The  contest  was  thus  practically  narrowed  to  Italy  and 
Switzerland.  Both  had,  as  we  have  seen,  new  coinages,  and 
neither  boasted  of  very  abundant  resources. 

On  the  first  occasion  when  the  subject  came  up,  the  deter- 
mined attitude  of  the  Italian  delegates  forced  the  Swiss  to  give 
way  provisionally.  It  was  not  long,  however,  before  the  Swiss 
Federal  Council  made  a  formal  demand  that  the  fineness  of  .800 
be  adopted.2  This  at  once  reopened  the  discussion.  On  the 
side  of  Switzerland  it  was  urged  : 

1.  That  a  low  fineness  avoided  the  danger  of  a  possible 
recoinage,  necessitated  by  a  change  in  the  market  ratio  of  gold 
to  silver. 

2.  That  the  public  at  large  preferred  the  standard  of  .800. 

3.  That  the  Federal  Council  "would  have  great  difficulty  in 
accepting  the  change."3 

4.  That  an  .800  standard  lessened  the  danger  from  counter- 
feiting. 

On  the  other  side  it  was  shown,4 

1.  That  Italy  and  France  had  emitted  coins  .835  fine  to  many 
times  the  amount  of  those  issued  by  Switzerland.5 

2.  That  for  Italy  to  retire  her  circulation  would  be  a  practi- 
cal impossibility. 

1  Bulletin  des  Lois,  1170-1221  An.  1864,  I  Semestre,  Art.  7  of  Law. 

2  Conference  monttaire  internationale  entre  la  Belgique,  la  France  Vltalie  el  la 
Suisse  /'rocts-Verl/aux,  1 865,  Stance  2,  p.  43. 

i  IHd,%  Stance  1,  p.  16.       *  Ibid.,  Stance  1,  p.  14.       $  Ibid.,  Stance  I,  p.  12. 
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3.  That  Belgium,  which  was  free  in  its  choice,  preferred  the 
standard  of  .835. 

4.  That  .835  was  a  better  fineness  for  the  coins,  on  account 
of  technical  conditions  of  manufacture. 

5.  That  France  had  already  suffered  from  counterfeiting  and 
would  admit  no  unnecessary  danger  in  that  regard  arising  from 
too  low  a  fineness.  The  force  of  the  arguments  was  so  strongly 
on  the  side  of  .835  as  the  standard  fineness  that  this  figure  was, 
therefore,  adopted. 

Thus  Italy  secured  the  most  favorable  terms  she  could  have 
expected,  since  it  would  not  now  be  necessary  for  her  to  retire 
the  new  coinage  which  she  had  just  put  out,  it  being,  as  we  have 
seen,  of  the  fineness  of  .835.  On  the  other  hand,  Switzerland's 
coinage  must  be  replaced  by  new  coin.  This,  however,  was  not 
likely  to  prove  a  hardship,  since  Switzerland  had  prudently  laid 
by  a  reserve  fund  equivalent  to  the  profit  on  her  new  subsidiary 
coinage. 

This  discussion  was  naturally  succeeded  by  a  debate  on  the 
subject  of  international  circulation  and  redemption.  To  secure 
a  perfect  homogeneity  in  the  coinages  of  the  various  states  was, 
of  course,  one  of  the  primary  objects  of  the  convention.  Yet 
there  were  differences  of  opinion  as  to  how  far  the  work  of  uni- 
fication of  obligations  with  regard  to  the  subsidiary  coin  ought 
to  be  carried.  Switzerland  was  more  extreme  in  her  demands 
than  any  of  the  others.  She  formally  requested  that  the  fiduci- 
ary character  and  equivalence  of  the  subsidiary  coin  should  be 
expressly  stated, 1  and  that  an  agreement  whereby  the  states 
should  undertake  to  accept  to  any  amount  the  coin  of  other 
states,  to  cover  their  own  issues  by  a  reserve  fund,  to  retire 
those  coins  whose  devices  had  been  worn  away,  and  to  redeem 
in  gold  subsidiary  coin  when  presented  in  sums  of  100  francs  or 
more,  should  be  entered  into.2  Further,  the  demand  was  made 
that  the  legal-tender  quality  of  these  coins  between  individuals 
should  not  exceed  20  francs,  while  they  should  be  received  with- 
out limitations  in  payments  to  the  government.    Several  other 

1  Ibid.,  Seance,  2,  p.  47.  2 Ibid.,  Stance,  2,  pp.  48-52. 
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minor  requests  were  also  preferred.  The  excessive  caution  of 
Switzerland  was  probably  due  to  her  unpleasant  past  monetary 
experiences,  and  the  hardships  which  her  traders  had  suffered 
from  the  French  exclusion  of  Swiss  coin  in  1864.  Many  of  her 
demands,  therefore,  did  not  find  favor.  Articles  6,  7,  and  8  of 
the  treaty  show  which  of  her  requests  were  finally  granted  and 
incorporated  in  the  draft  of  the  treaty.  It  was  not  deemed 
expedient  to  establish  a  reserve  fund,  nor  was  it  thought  possible 
to  interfere  with  national  penal  legislation  regarding  counter- 
feiting. It  was  further  thought  that  to  make  any  and  all  sub- 
sidiary silver  a  legal  tender  would  tend  to  impair  the  liberty  of 
contracts.  The  final  decision,  therefore,  was  that  the  coin  of 
each  state  should  be  redeemed  by  foreign  treasuries,  on  demand 
of  holders,  in  sums  not  exceeding  100  francs,  while  the  home 
treasury  should  receive  its  own  coin  in  unlimited  quantities  ;  that 
the  legal-tender  limit  should  be  placed  at  50  francs  between 
individuals,  and  that  the  countries  should  each  redeem  their 
own  coin  from  the  others  in  sums  of  not  less  than  100  francs 
(payable  in  gold  or  silver).  This,  however,  left  untouched  the 
question  of  old  Swiss  coin,  which  requires  a  word  of  explanation. 
One  object  held  in  view  by  Switzerland  when  she  formulated 
the  demands  already  discussed,  had  been  to  insure  ready  recep- 
tion and  free  circulation  to  Swiss  subsidiary  coin  throughout 
the  territory  of  the  new  confederation.  Since  a  discrimination 
against  them  had  been  introduced  by  France  in  her  law  of  1864, 
Switzerland  feared  that  this  attitude  would  be  perpetuated  under 
the  agreement  about  to  be  signed,  unless  preventive  measures 
were  promptly  taken,  now  that  a  higher  fineness  than  that  of 
Switzerland  had  been  selected.  These  fears  were,  however, 
groundless,  If  Switzerland  became  a  member  of  the  union  no 
country  would  hesitate  to  receive  the  Swiss  coin,  pending  their 
withdrawal,  since  it  was  impossible  that  more  of  the  same  fine- 
ness should  be  issued. 

It  was,  nevertheless,  quite  natural  that  Switzerland  should 
demand  a  guarantee,  more  especially  since,  as  we  shall  see,  a 
comparatively  long  period  was  to  elapse  before  their  outlawry. 
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Many  of  the  delegates  did  not  see  why  Switzerland  should  be  so 
dilatory  in  the  retirement  of  her  old  coinage,  since  she  had 
established  a  reserve  fund  with  that  end  in  view,  and,  in  truth, 
there  seems  to  be  no  good  reason  for  her  slowness.  After 
the  duration  of  the  treaty  had  been  fixed,  it  was  at  length 
decided  that,  while  all  coin,  French,  Belgian,  and  Italian,  minted 
under  conditions  other  than  those  prescribed  by  the  treaty, 
should  be  retired  before  1869,  those  of  Switzerland  were  allowed 
to  remain  in  circulation  until  January  1,  1878,  and  by  a  separate 
article  (Art.  7)  the  faith  of  the  union  was  pledged  for  their 
reception  into  the  public  treasuries  of  the  various  states,  on  the 
same  terms  with  other  coin  up  to  the  date  specified.1  As  a 
further  guarantee  for  redemption  of  subsidiary  coin,  the  obliga- 
tion to  redeem  was  prolonged  two  years  beyond  the  date  of  the 
expiration  of  the  treaty  (Art.  8). 

The  next  important  question  was  that  of  the  quota  of  sub- 
sidiary coin  to  be  allowed  each  state.  Even  with  the  clause  of 
redemption  it  would  not  be  expedient  to  allow  each  state  to 
issue  the  overvalued  subsidiary  coin  at  will,  to  an  indefinite 
amount.  The  fixation  of  the  limit,  therefore,  became  a  pressing 
and  difficult  problem.  Conditions,  both  commercial  and  social, 
varied  widely  within  the  territories  included  in  the  compact.  All 
problems  relating  to  token  money  had,  at  an  early  stage  of  the 
convention,  been  ruled  out  as  extraneous  and  without  the  scope 
of  the  deliberations.  But  Switzerland  was  very  largely  supplied 
with  token  money,  while,  on  the  other  hand,  Italy  had  a  less  lib- 
eral supply.  In  Belgium,  token  money  filled  an  important  place, 
for  it  had  usurped  the  place  of  the  20-centime  piece,  to  some 
extent,  during  the  difficulties  with  the  silver  circulation  between 
1850  and  i860.  In  France,  neither  the  20-centime  piece  nor 
the  token  money  filled  a  place  of  great  importance.  Switzerland 
demanded  that  the  20-centime  piece  should  be  excluded  from  the 
list  of  official  coins,2  but  Italy  threatened  that,  should  the  request 
be  granted,  she  should  feel  obliged  to  withdraw  from  the  union. 
Thus  a  serious  difficulty  manifested  itself  at  the  very  beginning 

1  Ibid.,  Seance  5,  pp.  102  et.  seq.  2 Ibid.,  Seance  I,  p.  19. 
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of  the  attempt  to  apportion  the  subsidiary  coin  to  each  state, 
for,  where  token  money  was  abundant,  a  less  resource  of  sub- 
sidiary coin  was  necessary,  and,  in  the  more  advanced  com- 
mercial countries,  the  per  capita  circulation  of  these  coins  needed 
was  likely  to  be  somewhat  less  than  in  the  others.  It  was  thought 
that  the  need  for  subsidiary  coin  would  vary  from  12  to  3  francs 
per  capita.  This  was  the  opinion  of  the  banking  interests.1  In 
view  of  the  evident  difficulties  of  the  problem,  it  was  proposed 
that  no  limit  whatever  should  be  set,  or  that  the  coin  should  be 
emitted  from  one  mint,  on  which  the  various  countries  might 
make  requisitions  at  will  according  to  their  needs.2  But  the 
impracticability  of  this  latter  plan  was  clear,  and,  on  the  basis 
of  the  estimate  already  presented,  the  figure  of  six  or  seven  francs 
seemed  most  expedient.3  It  was  thought  better  thus  to  have  a 
uniform  limit,  since  the  redemption  clause  of  the  treaty  was 
pretty  sure  to  maintain  an  easy  flow  of  coin  wherever  it  was 
needed.  Statistics  were  adduced  by  M.  Fortamps,  showing  that 
France,  from  1803  to  i860,  had  had  only  209  millions  of  frac- 
tional coin,  equivalent  to  a  figure  of  about  five  francs  per  capita. 
He,  however,  wholly  overlooked  the  fact  that  the  unit,  hitherto 
the  franc,  was  henceforward  to  be  the  five-franc  piece,  and  that 
the  estimate  of  209  million  francs  omitted  the  two  and  one  franc 
pieces  from  consideration.  The  figure  of  six  francs  was  never- 
theless adopted,  and  it  was  decided  to  base  it  upon  the  latest 
returns  of  the  last  census,  plus  the  probable  increase  in  popula- 
tion up  to  the  time  when  the  treaty  was  to  expire.  The  calcula- 
tion led  to  the  following  result : 

Total  presumable  Coinage  quota 

Country  population,  at  6  franes 

Dec.  31,  187Q  per  capita 

Belgium    -  -       -      5>237>535         32  million  fr. 

France  -       -        39,820,268  239      "  " 

Italy         -  -       -    23,368,367  141 

Switzerland  -       -         2,697,963         17      "  " 

The  second  paragraph  of  Art.  9  provided  that  these  figures 
were  to  include  the  amounts  issued  in  those  states  which  had 

1  Ibid.,  Seance  I,  p.  12.  2 Ibid.,  Stance  I,  p.  13.  3  Ibid.,  p.  13  et  seq. 
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recently  introduced  new  coinage  laws.  This  applied  to  all  the 
four  countries  except  Belgium,  which  had  made  no  such  change. 

It  had  been  a  cardinal  point  in  the  first  schemes  for  a  monetary 
union  that  it  should  be  so  managed  as  to  attract  to  itself  other 
European  states.  The  right  of  accession  was  therefore,  by 
unanimous  consent,  left  open  to  any  state  which  should  accept 
the  obligations  of  the  union  (Art.  12).  In  order  to  insure 
stability  to  the  new  system  and  to  avoid  the  possibility  of  a 
recoinage  at  too  near  a  date,  as  well  as  to  afford  Switzerland 
ample  time  to  withdraw  her  coin,  M.  de  Parieu  had  urged  the 
necessity  of  a  reasonably  long  continuation  of  the  treaty.  He 
advocated  a  duration  of  ten  years,  but  the  first  draft  of  the 
document  extended  the  time  to  fifteen  years.  Probably  the  real 
object  was  to  afford  a  length  of  time  sufficiently  great  to  enable 
the  benefits  of  the  union  to  become  known  and  secure  the 
adherence  of  more  countries,  thus  extending  French  influence. 

We  shall  not  here  enter  at  length  into  the  technical  points 
regarding  the  fabrication  of  the  coin.  It  is  enough  to  say,  in 
general,  that  the  specifications  conformed  to  those  of  the  new 
Italian  coinage,  and  where  they  differed,  in  the  first  draft  of  the 
treaty,  they  were  later  changed  in  conformity  with  the  Italian 
regulations.  The  tolerance  of  weight  for  all  the  coins  was 
definitely  fixed.  This  obviated  difficulties  arising  from  worn 
coin. 

The  gold  coins  adopted  require  little  comment.  Gold  was 
maintained  at  the  old  fineness  of  .900  with  a  complete  list  of 
coins.  The  pieces  of  seventy-five  and  forty  francs  were,  indeed, 
omitted,  but  they  had  never  played  an  important  role  and  their 
places  had  been  usurped  by  the  more  convenient  denomina- 
tions. 

On  all  the  coins  the  date  of  issue  was  to  be  stamped,  and 
information  on  monetary  matters  was  to  be  annually  exchanged. 
These  provisions  were  intended  as  useful  measures  for  mutual 
protection.  Italy,  in  particular,  had  not  been  in  the  habit  of 
stamping  her  coin  with  the  date  of  fabrication,  and  monetary 
statistics  were,  in  most  of  the  states,  in  a  chaotic  condition. 
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Practically  all  of  the  treaty  stipulations  have  now  been 
enumerated.    It  is  to  be  noted  that  the  treaty 

1.  Insured  uniformity  in  the  coinages  of  the  contracting 
states. 

2.  Obviated  the  troubles  with  fractional  coin  by  lowering  its 
fineness. 

3.  Insured  an  international  circulation. 

In  so  far  as  these  were  steps  toward  the  ideal  of  monetary 
uniformity  which  was  then  so  much  discussed,  they  no  doubt 
tended  to  have  a  beneficial  effect.  As  overcoming  the  diffi- 
culties arising  from  the  disappearance  of  small  coin  and  the 
conflicting  legislative  enactments  which  were  its  offspring,  the 
treaty  was  worthy  of  the  highest  praise.  In  these  respects,  it 
no  doubt  afforded  increased  security  to  trade  and  industry  in 
general.  Nor  can  we  doubt  that  it  set  the  example  for  the 
international  conferences  on  monetary  subjects,  and  led  the  way 
to  a  more  thorough  and  systematic  setting  forth  of  monetary 
information.  Evidently  it  was  the  opinion  of  the  various 
European  states  that  there  was  danger  in  the  attitude  thus 
adopted,  for  although,  as  we  shall  see,  some  of  them  were  led 
to  conform  more  or  less  closely  to  the  French  monetary  system, 
none,  with  the  exception  of  Greece,  were  willing  to  incur  the 
consequences  and  responsibilities  of  the  quasi-bimetallic  policy 
of  the  union.  In  general,  our  verdict  must  be  that  the  treaty  of 
1865  was  a  compromise.  Its  success  depended  on  the  mainte- 
nance of  the  existing  market  ratio  between  gold  and  silver,  i.  e., 
the  preservation  of  the  gold  standard  then  practically  existing. 
Thus  the  treaty  placed  the  coinage  systems  of  the  four  countries 
in  unstable  equilibrium. 


